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HOUSANDS of years have gone into the making of 

the idea of the worth of the individual. In the mean- 

time and over and again we have had the resurgence of 
the mass man in one way or another. Only the fact that an 
idea is more powerful in the long run than despots and 
armies accounts for the long struggle of men to be counted 
by ones rather than by thousands. 

When we speak of armies we still talk in terms of divi- 
sions. In recent weeks from time to time we have had the 
news over the air and in the press that a certain Russian 
army division has been wiped out. Actually the meaning is 
that some fifteen thousand men have been destroyed in a 
military engagement. Except that certain definite families 
sometimes will realize that there is a vacant chair, tor the 
nation and the world these killed are nameless and unsung. 
Other thousands will take their places on the battle front— 
men to be killed as animals go through a slaughter house on 
an endless chain to their death and the cold storage ware- 
house. It is the state of war which breeds mass action and 
mass movements of men. War has no place or time for the 
individual and his difficulties or problems. What he thinks 
or dreams or hopes for makes not the slightest dent upon 
the ..ilitary machine. Only where the power of command 
lies is there a chance for individual judgment or individual 
action. Where such power inheres in the individual he can 
declaim, “I am the captain of my soul”. 

The counting of men as individuals and by ones is the 
by-product of peace—sometimes of a peace achieved after 
internecine struggle and battle. The ballot box is the sign 
manual of such a victory. At least philosophically when 
ballots are substituted for bullets the individual or, in any 
event, certain combinations of individuals are in command. 
Theoretically ballots are counted by ones and they are voted 
by individuals in a sacred privacy. The secret ballot thus 


is the symbel of a long hard-fought struggle which ended 
in victory for man as an individual. 

The ancient world made certain gestures in the direction 
of the individual as a sovereign person. We can make a 
case for democratic experimentation in early Greece or Rome 
even though the institution of slavery was not successfully 
challenged. Both Greeks and Romans developed the ideas 
of freemen, of citizens, citizen participation in common con- 
cerns and of government by consent. But only for a time— 
a time and an age still considered as the glorious age for 
both peoples. 

Then came the black out and for centuries man was the 
mass man again. Slavery, feudalism, petty princes and na- 
tional kings “ruling by divine right” followed one the other 
for a thousand years in tedious succession until here and 
there a man appeared to ask again for the right to be an 
individual, to think his own thoughts, live his own life. 
Interesting, isn’t it, that we call that age when such a de- 
mand appeared “the modern age”. Apparently the historian 
believes that modern times came in with the Renaissance and 
the Reformation, those great movements which grew out of 
the rediscovery of the individual. Modernism and the indi- 
vidual were reborn together. 

This is not the place to trace those religious movements 
which found their justification in the belief in freedom of con- 
science and in the demand of the individual for his right 
to interpret the scriptures according to his own reading. 
Suffice it to recall that the dissenters were soon denying that 
kings were chosen by the divine interposition and were saying 
that kings’ heads could roll as well as any other. Those were 
stirring times, those centuries when men became men again, 
men endowed by their creator with inalienable rights. They 
were fighting times when generation after generation of men 
struggling to be free fought corruption in high places in state 
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and church and the abuse of power wherever they found it. 
They demanded religious and civil rights and an opportunity 
to live as they wanted to live. ‘They crossed the seas to set 
up commonwealths of their own devising colonies in which 
for a time dissent was orthodoxy. 

Even in the American colonies, however, the older folk- 
ways reappeared to plague those who in the homeland longed 
to be free. Dissent became organized and conflicting inner 
lights contested with each other. John Cotton in his righteous 
wrath driven on by his own inner light drove Anne Hutchin- 
son out of his domain with the admonition that if she must 
teach and preach she must carve out another parish in the 
wilderness far enough away so that her heterodoxies would 
not affect his flock. And so with the Baptists of Roger 
Williams, William Penn’s Quakers and all the rest. Institu- 
tionalism had its way even in pristine America. The colonists 
found their hard won freedom hard to maintain. Author- 
itarianism was always just around the corner ready to creep 
into freedom’s camp. 

Freedom seems to live by cycles—now you have it and 
now you don’t, as in a game of chance at the county fair. 
The contest between the individual and authority is a never 
ending one; it must be waged eternally. Freedom cannot 
be inherited or guaranteed by some automatic process. It 
is born in pain and maintained with exceeding difficulty. It 
is an interesting commentary on the history of religious free- 
dom in this country that in 1776, one hundred and forty-six 
years after the landing of the Pilgrims, the seekers for free- 
dom of conscience, there was complete religious freedom in 
only two states, Rhode Island and Pennsylvania. It did not 
exist in the home of the Pilgrims, Massachusetts. 

Not until 1779 did Jefferson write the Virginia Statute 
for Religious Liberty and not until 1786 did it pass. ““The 
clergy,” wrote Jefferson, “by getting themselves established 
by law and ingrafted into the machine of government have 
been a very formidable engine against the civil and religious 
rights of man.” For his insistence on freedom of religion 
Jefferson was denounced as an atheist and even considered a 
fiend. Timothy Dwight, president of Yale College, as late 
as 1800 in a Fourth of July oration prophesied that the 
election of Jefferson to the presidency would result in chang- 
ing “our holy worship into a dance of Jacobin frenzy,” hav- 
ing “the bible cast into the bonfire” and seeing ‘“‘our wives 
the victims of legal prostitution, soberly dishonored, spe- 
ciously polluted, the outcasts of delicacy and virtue, the 
loathing of God and man”. Muzzey says “that pious ladies 
of New England hid their bibles under the mattress or buried 
them in the garden, believing that Jefferson would order 
his agents to confiscate and destroy all copies of the scriptures 
which they could obtain”. This was the attitude of the good 
and the true, the descendants of those who came in the May- 
flower toward the man, who a century and a half after the 
landing of that famous ship, wrote the Declaration of Inde- 
pendence and twenty-five years after that insisted upon an 
amendment to the United States Constitution which read 
“Congress shall make no law respecting the establishment 
of religion or prohibiting the free exercise thereof”. The 
attitude of Jefferson himself in the matter of these freedoms 
is clear to anyone who reads the inscription on the shaft 
where he is buried—an epitaph which he wrote himself, 
“Here was buried Thomas Jefferson, Author of the Declara- 
tion of American Independence, the Statute of Virginia for 
Religious Freedom, and the Father of the University of 
Virginia”. Alongside of these his excursion into the field of 
authoritv and official position as Minister to France, Secre- 
tary of State, Vice-President and President where incidental 
and unimportant. He wished to be remembered for his con- 
tribution to liberty. For how many so-called statesmen and 





public men can this be said today? How many do you know 
who would rather fight for freedom of speech and conscience 
than for the presidency? Well for all of us it would be to 
reread Jefferson’s letter of 1800 to Benjamin Rush: “I have 
sworn upon the altar of God eternal hostility against every 
form of tyranny over the mind of man”. His was an un- 
shakeable conviction that freedom of conscience was “the in- 
dispensable condition of every other kind of freedom, polit- 
ical, economic, educational, cultural”. The right to be an 
individual for everybody was the dominant conviction of 
Thomas Jefferson. What, asks he, has been the effect of all 
the attempts to coerce men into uniformity of belief? His 
answer, “to make one half of the world fools and the other 
half hypocrits”’. 

The story of religious dissent and the part it played in 
the history of freedom together with the development of 
the idea of the individual, his possibilities and prerogatives 
is paralleled in modern times first in the political and then in 
the economic realm. The men who rebelled against authority 
in the church before very long were asking each other “who 
gave the king the right to rule over us? Why should he 
require from us so much of our hard earned wage and, when 
it pleases him, take our lives?” Dissent and dissatisfaction 
with a current organization of society whether religious, 
political or economic has been the condition precedent to the 
emphasis on the individual man as a factor in the determina- 
tion of his own destiny. 1776 is known not only for the 
American Declaration of Independence but also for Adam 
Smith’s Wealth of Nations. Each was a prophecy in the 
realm of individual initiative. Each proclaimed a rebellion 
against certain old forms of regimentation. Each called for an 
order which seemed to promise stability and security for the 
common man. Each promised an adventure in self-govern- 
ment and self-development. In a very real sense man was to 
become voter and entrepreneur at one and the same time. At 
long last he was to be master of his destiny. Americans in 
considerable numbers in 1776 were already living according 
to the Jefferson and Adam Smith formulas. Such doctrines 
fitted the American social scene and they became our frontier 
orthodoxy by common consent. These twin concepts of 
democracy and economic individualism (capitalism) were 
easily associated with the idea of freedom of conscience and 
erected into an American trinity. 

And so, the white man on this continent became his own 
political master, was owner and proprietor of his own busi- 
ness or craft or farm and established his own church 
wherever men settled or congregated. The theory and the 
fact lived together without quarreling for a time. In so far 
as Americans were concerned monarchy had given way to 
popular sovereignty as those who had been ruled became 
rulers in their own right. So also mercantilism gave way to 
free trade and the opportunity of the individual to pit his 
labor against any natural resources he might find. Man was 
also an independent economic unit. 

Events, however, were traveling even more rapidly than 
ideas or philosophies. At the very moment that man was 
justifying his existence as an independent individual and 
translating his justification into a philosophy, events got out 
of hand and his hard-come-by doctrines ceased to have com- 
plete validity. It seems to be the fate of mankind to accept 
political and social doctrines at about the time that they 
cease to be true. Men thus think of the present in terms of 
the past unconscious of the fact that conditions about them 
have changed, perhaps radically. 

Philosophically the late nineteenth century was an age of 
individualism writ large. Actually it was a period of evolu- 
tion in which the individual lost his economic autonomy be- 
cause of his own inventive genius. The substitution of ma- 
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chine for hand labor and of mass or collective operation for 
individual control changed all of the implications of the Amer- 
ican frontier. That last century ushered in an age of special- 
ization which has substituted interdependence for independ- 
ence and relegated autonomy to the back woods places. 
Interdependence in its turn has induced a hierarchy in what 
are called the key industries—along with an industrial oli- 
garchy. This new industrial governance has in turn induced 
a governmental activity which could not have been foreseen 
in the days when the democratic imperative demanded a 
limitation on state action. It is such a situation which makes 
for the current violent clash between facts and ideas and 
the: confusion of mind which attends the struggle. Our 
sovereign man has become a cog in the industrial machine 
and perhaps in the political machine as well. Meanwhile we 
live in cities instead of out on the land—our own land—and 
all the problems of urban living confront those who are con- 
ditioned by background and education to rebel against those 
social controls which must attend life in congested areas. And 
so today, as collectivism wins in industry even while we con- 
tinue to declaim the slogans of individual enterprise, we 
face the challenge of new controls in government while we 
preach the gospel of individual rights. 

All of our modern problems converge upon this problem 
of freedom. The question no longer is how we can save free 
enterprise in a free market or individual freedom in a free 
government but how much freedom can survive the controls 
necessary to keep the industrial machine going and the 
minimum necessary state action operating. Where are these 
controls to be lodged? Can these industrial and political 
controls be set going with such intelligence and equity that 
some of our traditional hopes, aspirations and guarantees 
may survive? We have begun to talk defensively and with 
some passion about the democratic way and the American 
system. With some measure of nostalgia we rehearse our 
ancient freedoms. On Lincoln’s birthday throughout the 
evening on almost every wave length we heard much about 
our recent following of false gods. All of this confusion of 
thinking stems from the fact that we are unwilling to face 
the fact that basic social changes have followed inevitably 
upon. the heels of the new industrialism of the current 
century. 

We are entirely willing to discuss the industrial revolution 
of the early nineteenth century for it is a part of history. It 
is in the books. The generation which lived through it did 
not understood it or its implications. Some future generation 
will make this same comment on the current confusion of 
thinking and of tongues. In Europe this same confusion has 
resulted in an essay into totalitarian organization of industry 
and of government attended by the total collapse of all free- 
doms—economic, social, political and spiritual. Here we still 
have some latitude, some further chance for delay and experi- 
ment. For our resources are still mighty and we do have 
“lebensraum.” Moreover, we are not as yet obsessed by any 
doctrine of racism. But we do need to be convinced that we 
must, before too long, solve our problems in democratic terms 
if we are to remain the kind of a nation we profess to be. 

It would seem, therefore, that we face some new orienta- 
tions in at least two areas—the field of organization and the 
field of freedom. Both are under the microscope in this year 
of 1940. 

The area of organization and control is not under discus- 
sion at this great conference. Attention is here being called 
to the problems of the individual as a single unit and as a 
case within these areas of organization and control. In a 
dav when this individual seems on the verge of being swal- 
lowed up by forces which he doesn’t know how to control, 
we have a counter movement represented here in which we 








attempt to rediscover the individual. To me this is the final 
meaning behind the programs we are trying to set up in 
these fields of personnel study and individual guidance. We 
are trying over again to sort out the individual from the 
mass man, give him some dignity and some chance for self- 
expression in a world of routines. In a machine age we are 
studying human capacities and capabilities. I am not called 
upon for any discussion that is relevant to the main purposes 
of these organizations here assembled. My assignment is to 
present the individual in his civic capacity—the citizen. 

It is an interesting paradox that we contemplate. The 
individual American is by law and philosophy a sovereign 
in his own right. He, with his fellows, makes the rules by 
which we live. At the same moment this American finds 
himself unable to be an individual with the freedoms which 
seem to be guaranteed by the very institutions which he has 
developed for perpetuating them. They have become verbal- 
isms and lack reality. And it is reality which he demands. 
He has heard much about life, liberty and the pursuit of 
happiness. He is asking for a chance to work, to earn, to 
have a home and he thinks also of security. 

What has happened to this sovereign citizen anyway? And 
why does he distrust himself in his organized capacity? If, 
as seems inevitable, he is entrusting some considerable sec- 
tion of his destiny to some kind of public control, why this 
current suspicion of the agencies he creates and keeps in 
motion. He seems to have lost the faith which once was 
his. His early plea was—give us the vote and we will take 
our chances. Let us choose our representatives and we will 
be our own sovereigns. The voice of the people is the voice 
of God. Our governance will be of our own making and 
we know what we want. Government will serve us wherever 
we want service. Thus we shall control our lives and since 
we believe in progress we shall work out our destiny. This 
was the American dream. 

I think we may say that those who once felt so sure that 
democracy would work well thought they knew what was 
going to happen tomorrow. Now the horizon opens out 
toward a new unknown and no one knows who will rule 
the future or how authority is going to be organized. We 
live in fear rather than with confidence. All around is flux, 
confusion, change, organized discontent. We no longer know 
how to organize our lives and hence life seems “scandal- 
ously provisional.” Every thing done publicly or privately 
seems provisional—without roots or reality. No politician or 
leader is sure of his policy as the citizen looks about for 
leadership. Men do not quite know what institutions they 
serve, what cause they believe in. 

Men cannot for long live hopefully unless they are em- 
barked upon some great unifying enterprise—one for which 
they may pledge their lives, their fortunes and their honor. 
Lacking such a principle they become paralyzed. Perhaps 
this is the explanation for what seems prevalent today, the 
search for a new principle of integration. Everywhere we 
find this longing for an ideology—a sure fire dialectic. 
Everywhere we see an emphasis on some new stateism per- 
haps with some new frills. We hear from every direction 
the prophets of antarchy. We do not understand that here 
we have the hair of the dog that bit us—the intensification 
of the very nationalistic principle that led to this modern 
disillusionment. All these nationalisms are blind alleys— 
mechanisms of escape for small entrenched controlling 
groups. In Europe, for instance, they mean dissolution unless 
a national or federal Europe is born. In the United States 
the recent tendency toward the rebuilding of state lines is 
also a step in the direction of new confusions. Any new 
orientation in these days must be continental in character 
or wars are inevitable. 
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What has happened, let us ask again, to the citizen of the 
democracies everywhere? Why has he lost his sense of 
participation and his civic motivation? Why the develop- 
ment among them of what we have been pleased to call 
pressure groups? The basic reason is that every group and 
most individuals have come to believe that they have all of 
the rights and none of the obligations. It makes no differ- 
ence whether these groups are reactionary or revolutionary. 
Actively or passively they ignore obligations and demand un- 
limited rights. Some declare that the salvation of the state 
requires the leveling of all standards, the right to manhandle 
one’s neighbors for instance. Others insist that the quest 
for social justice sanctifies the destruction of the old obliga- 
tions of courtesy, truthfulness and respect and esteem for 
personality. 

It thus becomes proper to despise intelligence and give it 
no scope. The dictator, for instance, flatters the mass man 
and tramples upon those he excoriates as “the intelligentsia.” 
And so, we live in a day of violence and of caricature in 
which the man in the crowd takes on the dangerous psy- 
chology of irresponsibility and is unwilling to submit to any 
norm of conduct. Europe is now reaping the results of such 
a demoralization. We find evidences of such attitudes in 
our own country. Our task is to prevent them from becom- 
ing too powerful. 

Just as in our collective industrial organization it becomes 
necessary once more to rediscover the individual so in our 
social and political realms we must perforce rediscover the 
citizen and impress him with the obligational aspect of his 
freedom. It is a common place with us that in large sections 
of our citizenship we have apathy and the refusal to partici- 
pate even in the voting right. Other sections or groups 
organize the electoral process for the purpose of acquiring 
some privilege for themselves. Veterans work for a bonus, 
the elders for a pension, promoters put on the ballot a ham 
and eggs program, labor attempts a monopoly, industry a 
tariff or other special privilege and the farmer a subsidy. 
These objectives are all rolled together in quest of a major- 
ity. Meanwhile the party still lives on the spoils of office 
and panders to the pressures from everywhere. 

All of this indicates that the dignity and worth of a com- 
mon citizenship have suffered disintegration. The idea of 
the brotherhood of citizens has almost evaporated. The 
common purpose indicated in the general welfare conception 
is threatened with dissolution. We distrust each other and 
the instrumentalities for political action we have created. 
We develop hatreds. 

The root difficulty which brings such attitudes into being 
is our dissatisfaction with things as they are, the course of 
events—what the colored preacher called “the mess we're 
in” when he defined, upon request, his topic, “the status 
quo.” In such a situation we blame our political machinery 
for both the sins of commission and of omission. With some 
it is “the government is doing too little,” with others it is 
“the government is doing too much.” Technological change 
has been so rapid’ that human organization cannot keep up. 
We call for planning and we fear to plan. We desire change 
and we resist it. We find the democratic process so slow 
that we flirt with violence meanwhile half guarding our 
freedoms. We just don’t know the answers and begin to 
suspect our ability to reason our way through. We are thus 
easy prey for those who hope to capitalize on our emotional 
instability. We begin to run in droves and develop the psy- 
chology of the crowd. We do not realize that our quarrel 
is not with democracy but with modern life and that our 
remedy is not to retreat but to advance—to apply the tech- 
niques of modern intelligence in the field of organization 





and administration. This, of course, requires good will and 


faith. 


And for good will, faith and the exercise of intelligence 


we must return to the old uphill fight—the development of 
the individual. We must get at the individual citizen and 
get him to bestir himself. He must be more than a private 
person. He must be a public person as well. And our edu- 
cation should run to the development of this public person 
half of whose life is bound up in social concerns and public 
imperatives. This is not, it should be remembered, a return 
to the rugged individualist and the education which makes 
him even more rugged, but an acceptance of the idea that 
he is an individual in a society which must learn to act 
co-operatively. The individual must be a responsible par- 
ticipator in the development of a civilization. He is no 
longer a competitor in a ruthless exploitation of the jungle 
or the frontier. Franklin once said, “We hang together, or 
separately.” We live in the midst of political, economic and 
social upheavals. We cannot afford the luxury of being, 
each of us, a law unto himself. That way lies violence in 
such a world as ours. 

You may recall that in 1857 Thomas Babington Macau- 
ley, no lover of democracy, made a famous prediction about 
our country. Said he, “Capital and labor troubles, with the 
pinch of poverty, will bring this country to a crisis. Your 
constitution is all sail and no anchor. Either some Caesar 
or Napoleon will seize the reins of government with a strong 
hand or your Republic will be as fearfully plundered and 
laid waste by barbarians in the twentieth century as the 
Roman Empire was in the fifth—with this difference, that 
the Huns and Vandals who ravaged the Roman Empire 
came from without, and your Huns and Vandals will have 
been engendered within your own country by your institu- 
tions.” Well it has not happened yet, but the twentieth 
century is only forty years old. There is still time for him 
to be proved a true prophet. What Macauley read in history 
was that whenever the people had ruled they eventually 
became careless and indifferent. Then dictators arose and 
took over the reins of government. But Macauley was not 
the first to prophesy thus. A Doctor Elmer, even before the 
Constitution was adopted pointed out (The Essential 
American Tradition, p. 171) that unless the people “make 
the welfare of the country the sole aim of all of our actions 
a Julius Caesar or an Oliver Cromwell will spring up among 
ourselves and sacrifice the liberties of his country to his own 
ambitions and dominating humor.” Even wise old Franklin 
suggested in the Constitutional Convention of 1787 that 
at best any form of government “can only end in despotism, 
as other forms have before it, when the people shall have 
become so corrupted as to need despotic government, being 
capable of no other.” And no other than benign, humani- 
tarian, Jefferson said very pointedly, “If once the people 
become indifferent to public affairs, you and I, Congress 
and assemblies, judges and governors, shall all become 
wolves. It seems to be a law of our general nature in spite 
of individual exceptions.” 

If anything is clear it is that our freedoms cannot be in- 
herited. They must be struggled and fought for continu- 
ously. No paper guarantees will take the place of the con- 
stant watchfulness and activity of individual citizens quick 
to see an attack on their rights and their responsibility for 
safeguarding them. Democracy can never be preserved by 
totalitarian processes which pretend to guard it. Civil rights 
are either sacred and to be maintained or they are in process 
of being lost—and once lost they are not soon regained. 

I am not sounding off or ringing the alarm. I am empha- 
sizing a fact testified to throughout our history by many who 
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gave the problem of self-government and self-mastery much 
thought. We must recognize by this time that there are 
many among us who, each in his own way, attempts a domi- 
nation which is not healthful in a democracy. These attempt 
to impose their edicts upon the rest of us whether they oper- 
ate in the field of crime of politics, labor or finance, industry 
or religion. The term racketeer is not an unfamiliar one 
and a racketeer is a sworn enemy of the democratic way. 
These have no respect for the life and ‘the belongings of 
others. Their policy is rule or ruin. 

‘The long slow process of developing and setting up insti- 
tutionally the freedoms we are responsible for was costly 





in human life and in treasure. Human beings like ourselves 
paid such a price. Some of these hard won liberties are 
in the balance in many places and as issues become even 
sharper and minorities more fanatical, we shall all be sub- 
jected to intimidations and pressures which will prove to be 
very powerful. That is why it is important to emphasize 
the individual and the democratic adventure together as our 
lives become more organized in both private and public un- 
dertakings. In both spheres we proclaim that what we do 
we do to make individual lives happier and more complete. 
Let us make sure that this is so and that we include all in 
the proclamation. 


Liberalism 


IT IS TIME TO ANNOUNCE THAT WE ARE FREE MEN 


By WENDELL L. WILLKIE, President, the Commonwealth &£ Southern Corporation 
Delivered at the Commonwealth Club, San Francisco, Calif., March 15, 1940 


OR the past several years we have heard a lot of talk 

about liberalism and liberals. Practically everybody 

claims to be a liberal. The New Deal phrase-makers 
cooked up the word “economic royalist,” but when you inter- 
view a man who by common consent belongs to that category 
you find that he has pretensions to liberalism. Then there 
are a lot of businessmen whose business is in such a state 
that no one would call them economic royalists or even 
“Princes of Privilege.”” These men call themselves liberals. 
Then there are the New Dealers; they say they are liberals, 
and they say it so loudly that they have almost succeeded in 
appropriating the word. But then there are other “liberal” 
groups also. For instance, the Socialist group. They think 
they are liberals. Finally, the Communists, who want to set 
up a complete collectivist state, consider themselves the most 
liberal liberals of all. So you have the picture of everybody 
in the United States calling himself a liberal, no matter what 
he believes. Uf he believes in concentrating industrial power 
in the hands of a few corporate giants and a few great 
bankers, he is a liberal. If he believes, on the other hand, in 
concentrating political power in the hands of one gigantic 
government, he is a liberal. If he doesn’t believe in concen- 
trating power in the hands of either one of these groups, he 
is a liberal. What is a liberal ? 

Before answering this question intelligently it might be 
well to glance at a few definitions of liberalism that are 
certainly wrong. In the first place, I think the most pre- 
vailing definition, or rather the idea that is in the back of 
many people’s heads when they use the word, in a distinction 
between the successful and the unsuccessful. All the poor 
people are liberals, and all the rich are whatever dirty name 
you want to apply to them. It may be that the rich are 
deserving of their bad names, but this fact has nothing to 
do with liberalism. I don’t think that any American would 
deny that Thomas Jefferson was a liberal, yet he was a 
relatively rich man. And George Washington, who led the 
great liberal movement that founded this country, was the most 
successful man in the United States. Theodore Roosevelt 
was a man of means. And Franklin D. Roosevelt, the leader 
of the self-styled liberal forces of today, is a man of even 
greater means, with. a fine estate on the Hudson River and 
with a very comfortable invested fortune. Indeed, the dis- 
tinction between riches and poverty, success and non-success 
as a basis for a definition of liberalism is patently absurd. If 
you carried it to its conclusion the only true liberals in the 
country would be the unemployed. 


Secondly, the loose idea is current that a liberal is a man 
who believes in more government power. New Dealers, 
Socialists, Communists, all believe in more government 
power, in varying degree; and their claim to liberalism seems 
to rest primarily on this belief. They claim it so vociferously 
and the delusion in question is so widespread, that I think 
we had better examine it further. 

The most primitive form of government is a government 
of absolute power. It is the simplest form, and the one that 
men first grasp as soon as they feel the need for any govern- 
ment at all. 

During the Renaissance in Italy, France and England, the 
first stirrings were felt of a new revolutionary concept. This 
was the concept, inherited largely from Christianity that 
every human being is and of a right ought to be free. He 
is and should be free to think and speak as he chooses, to 
live where and as he chooses, to have possession of his person 
and his property without molestation from the government 
or any other power, and to believe as he feels impelled to 
believe. These ideas were utterly revolutionary and they 
were at first combatted by the ruling powers; men who be- 
lieved in them were thrown into prison, tortured, forced to 
renounce them. Yet this movement flourished, and by the 
Eighteenth Century it emerged as a full-fledged political doc- 
trine and finally as a political revolution in England, France 
and this country. 

The United States was founded upon that revolution. The 
United States was a revolution. Here the principle of abso- 
lute power was swept away. It was completely liquidated. 
No man in the United States was permitted absolute power, 
and over and above that, no man was permitted to have too 
much power. 

Now this revolution in political thinking has had the most 
amazing results. The freedom that men were given to 
think, to speak, to act, to buy and sell, to manufacture, and 
to consume, resulted in a whole new era in human prosperity. 
This era was merely the extension into the world of industry 
and trade, of the principle of freedom. 

No better illustration of this can be found than the United 
States of America. It is commonly assumed that that portion 
of North America which is occupied by the United States is 
endowed with more natural wealth than any similar area on 
earth. This assumption is perhaps correct, but it remains an 
assumption. On the planet there are many rich and bountiful 
lands. The resources of Russia are not yet fully estimated, 
and those of China cannot even be guessed. Britain’s South 
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Africa and Rhodesia combined are only a third as big as the 
United States, yet they contain besides the world’s greatest 
gold mines and huge diamond deposits, ample supplies of 
coal, copper, platinum, chromium, and asbestos, together witk 
some manganese, tin, zinc, lead and mica. In short, while 
the United States may in fact be richer in resources than 
any other three million square miles on earth, the differences, 
if a balance were struck against certain equivalent areas, 
might not be economically significant. 

Moreover, the people who inhabit the United States are 
not by their origin extraordinary people. They, or their 
parents, or their ancestors pretty generally failed of success 
in the countries of their origin. The fact that differentiated 
these people from other people, and that enabled them to 
convert their resources into the greatest industrial economy 
ever achieved was a vision which they possessed. The United 
States did not become great because of its resources or because 
of its people. Its people became great because they set up a 
system by which individual liberty was established and more 
carefully protected than anywhere else in the world. And 
the characteristic of this system was the limitation of the 
power of government. 

And it is only in this light that the word “liberal” can be 
understood. The problem of the liberal is to increase free- 
dom. This is the problem that faced our forefathers, and 
the way they solved it was by limiting everybody’s power. 

The conclusion is therefore inescapable. Those who call 
themselves liberals, who believe in an increase in anybody’s 
power, whether that person be in industry or in government, 
are taking a great and valuable word in vain. Far from being. 
liberal, the persons who try to solve their problems by con- 
centrating power in the hands of a single individual, or in 
the hands of a group around a single individual, in Wash- 
ington, in Wall Street, or anywhere else, are really reaction- 
aries. The trouble with Communism is not that it is too 
radical, but that it is too reactionary. In seeking to enslave 
all men to a government, it goes back to a more primitive 
form of government. In seeking to break down the intel- 
lectual, economic and political conquests of the American 
Revolution, Communism is counter-revolutionary. 

It is amazing how some of the extreme New Dealers, 
who are not communists but who nevertheless believe in a 
great increase in government power, have been able to appro- 
priate the word liberal to their reactionary doctrine. It is 
time that the commonsense of the American people be re- 
asserted. It is time for the American people to rise up and 
call things what they really are. It is time to take up that 
revolution that their forefathers started and to carry it fur- 
ther. It is time to announce that we are free men. 

A liberal is a man who believes first in liberty. But he 
cannot just believe in liberty for himself; he must believe 
in liberty for everyone else. And it is at this point, and only 
at this point, that the political discussion of liberalism enters 
into the economic sphere. I know of no greater error than 
that which assumes that the liberal can be defined in eco- 
nomic terms—as to whether he is rich or poor, or as to 
whether he is in the utility business, or the insurance busi- 
ness, or in the meat business, or in the business of cultivating 
the land. But because liberty must be the possession of every 
single individual in the land, economic questions arise in the 
definition of a liberal, which no good liberal can escape, or 
would want to escape. 

For instance, the liberal will admit that owing to inequal- 
ities in inheritance and environment, men who are equal in 
the eyes of the law, are not equal in fact. Some men living 
under a liberal system will therefore become richer than 
other men. The liberal is realistic enough to realize that, 
while poverty as it was known in the past may be eliminated, 


wealth cannot be distributed equally to all. So long as men 
have freedom such equal distribution is patently impossible ; 
it is only by curtailing the freedom of the able man that 
equality of wealth could be achieved. But on the other hand, 
it is perfectly clear to the liberal that a man who is deprived 
of any wealth, or any resource or any means of obtaining a 
living, is to all intents and purposes deprived of liberty. And 
since liberty is the thing he sets out to get in the first place, 
the liberal is dismayed by the existence in his system of such 
persons. It is to him a horrible fact, which must somehow 
be corrected. 

There are two ways of correcting it—one an emergency 
method, and the other a permanent method. The emergency 
method is to provide for the unemployed and the destitute 
by funds collected by our common government. But the 
liberal cannot tolerate the doctrine that such a cure—that 
is, keeping people on relief—must or can be a permanent 
one. If it is true, as some New Dealers have told us, unem- 
ployment will be from now on permanent, it seems to the 
liberal that his system is then finished. If he believes that 
there is nothing left for him to become an out-and-out reac- 
tionary and insist upon a return to the old absolute power 
system, that has so bloodily governed humanity for so long. 

But what proof have these people that unemployment and 
dispossession must be with us from now until forever? All 
that this statement really means is that those who have 
espoused it have acquired a vested interest in the depression. 
Since there is no evidence to show that we must always have 
a large fund of unemployment the liberal insists that a per- 
manent rather than an emergency solution be found. And 
this permanent solution can be nothing else but to release 
the forces of private enterprise, so that growth will be re- 
established and the unemployed put back to work. In order 
to reawaken private enterprise to carve out for us a future 
as great as the past, a few simple moves must be made. 

The people of the United States will begin their real 
recovery from the depression when they demand that a curb 
should be placed upon a government grown too great. In 
the past ten years there was only one major activity in this 
country which has shown any real expansion; that is the 
United States Government. Government employment has 
increased nearly 100 per cent; government expenditures have 
increased nearly 200 per cent, now amounting to over nine 
billion dollars; government borrowing has increased over 
150 per cent. The government has created dozens of com- 
missions and spent millions on buildings to house them. It 
has enormously added to its power over our lives, and it has 
largely delegated those powers to Federal commissioners who 
are not responsible to the people nor to the Congress, but are 
appointed by the Executive. 

Here is a real political boom; here is one activity in which 
the enterpriser has become both rich and powerful. But all 
this has been accomplished at the expense of the people who 
have paid for it, not only in taxes, but in the losses which 
their private enterprises have suffered as a result of this gov- 
ernment activity. 

The most alarming feature of this concentration of power 
in the Federal Government is the creation of omnipotent 
commissions to exercise it. The new fields of Federal control 
are administered by small Boards of executive commissions, 
usually appointed by the President and responsible to no 
one but the President. They are part of the executive de- 
partment. But their function is not executive only. They 
have iwo additional functions: one is legislative, the other is 
judicial. These commissions write the rules which make the 
laws effective. Then they administer the rules and when the 
rules are violated, they sit in judgment on the violators. 

The Securities and Exchange Commission, for example, 
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makes the rules for virtually all security financing through- 
out the country; for all of the country’s stock exchanges; and 
for the financial operations of the utilities. When the rules 
are broken, the members of the Commission prosecute the 
offender and sit as judges to decide the penalties. In the 
same way, the National Labor Relations Board makes the 
rules governing collective bargaining and working conditions 
under the Wagner Act and then becomes both prosecutor 
and judge with respect to violations of that Act. 

James Madison, who was chiefly responsible for the Con- 
stitution of the United States, stated: ““The accumulation 
of all powers—legislative, executive and judiciary—in the 
same hand .. . may justly be pronounced the very definition 
of tyranny.” And Lord Bryce said: “The separation of 
these powers is the fundamental characteristic of the Amer- 
ican National Government and upon it depends the freedom 
of the individual.” 

Moreover, the rules prescribed by a commission involve 
the factor of uncertainty. Unlike the laws of Congress, they 
are not written in black and white upon the statute books. 
They may be changed at any time, at the commission’s will. 
In the past five years there have been four chairmen of the 
Securities and Exchange Commission; and at each change 
the utilities and the stock exchanges and the corporations 
seeking capital have held their breath, waiting to find out 
what the attitude and policy of the new chairman would be. 

For under this type of Commission regulation we do not 
have a government of laws. We have a government of men 
and the conduct of an enterprise may be determined by the 
caprice of a commission chairman. No one objects to regula- 
tion under laws and established rules, but capital simply will 
not flow into productive enterprise where its fate is de- 
pendent on the whims of individuals. 

For a time the Supreme Court stood in the way of this 
political usurpation of power—so much that the President 
undertook his notorious and unsuccessful campaign to force 
a change in its membership. But deaths and retirements gave 
to the President, by chance, what the people had denied to 
him by choice. And in the past three years, during which 
the President has been able to appoint five Supreme Court 
Judges, the American people have had a series of decisions 
from the Court that have substantially changed our form of 
government. On almost every decision the Court has sup- 
ported the Administration. On almost every decision it has 
wiped out State and local lines and has extended Federal 
authority to every farm, every hamlet, every business firm 
and manufacturing plant in the country. 

The Judiciary therefore, has offered little check upon the 
network of laws which the Federal Government has imposed 
upon the enterprises of the people. 

Two thousand years ago we were warned that it was not 
possible for men to serve both God and Mammon. Two 
different systems, two different philosophers or two different 
faiths cannot flourish successfully in the hearts of the people; 
one will inevitably supplant the other. In the United States 
the system of free economic enterprise managed by the people 
is gradually being supplanted by a Government-dominated 
economy managed by Federal bureaus in Washington. 

The Government has no money except what it gets from 
the people. When it increases its spendings it must neces- 
sarily increase its taxes, until industry and the people in it 
cut down what they buy and lose the incentive for new ven- 
tures. In the past ten years the cost of the State and local 
government has remained about the same; but the cost of 
the Federal Government has nearly doubled. In 1930 the 
Federal Government took nearly six cents out of every dollar 
of national income; today it takes over twelve cents. 
Federal taxes are now nearly twice what they were ten 







years ago and are among the heaviest in the world. But it 
is not only the amount of taxation which is harmful; it is 
the kind of tax. The present tax program penalizes the ven- 
ture capital which makes it possible to expand established 
industries and to start new ones. For example, it places a 
special tax on capital gains. Whenever you happen to make a 
profit, you have to pay a large tax on it; whereas when you 
lose, you may deduct only a proportion of your losses from 
your income for tax purposes. At the present time, those 
who invest their capital to expand and develop enterprises 
will lose more often than they win. In 1936, 189,000 cor- 
porations reported a profit to the Government, while 227,- 
000 reported a loss. Naturally, those who have such risk 
capital to invest have no particular incentive to take a chance 
with it so they invest it in tax-exempt Government securities, 
which help us very little in our recovery program. 

This is the wrong theory of taxation. It punishes the 
enterprising investor and rewards him who prefers to play 
safe. It would be more intelligent to tax the frozen capital, 
not the productive money. In other words, let us eliminate 
the tax-exemption now granted to local Governmental se- 
curities, and in the capital gains tax let us at least give the 
same weight to losses as we give to gains; and let us not 
make the income tax so high that the men whose money we 
want to use in business prefer not to take the risk. 

But how the Government spends its money is almost more 
important than how it collects it. In the ten fiscal years 
beginning in 1930, the Federal Government has spent a total 
of 52 billion dollars, and for these ten years we have reversed 
our traditional policy of pay-in-as-we-go and have been 
operating on a deficit. 

Now I believe that at the start of the depression a deficit 
was inevitable. Millions of people were thrown out of work. 
We could not let them starve, and the Government had to 
spend money for relief. No one criticizes this type of spend- 
ing, provided it is efficiently administered. But, once having 
tasted the power of the purse, the Government has enlarged 
its spending activities to include functions not dreamed of 
in our philosophy. 

When the Government spends money for work that does 
not need to be done, work that produces nothing, it has 
simply made the people a little poorer. When the Govern- 
ment bids for materials and for employees in competition 
with business, or when it engages directly in business through 
one of its many agencies, it drives the individual businessman 
out. No one is foolish enough to believe that we can com- 
pete in business with the United States Government; the 
Government does not have to operate at a profit; it can 
subsidize its losses out of the taxpayers’ money. 

There is a man who occupies a very high position in the 
United States who has expressed this much better than I can. 
I quote from him as follows: 

“Tt is the habit of the unthinking to turn in times 
like this to the illusions of economic magic. People sug- 
gest that a huge expenditure of public funds by the Fed- 
eral Government and by the state and local government 
will completely solve the unemployment problem. But 
it is clear that even if we would raise many billions 
of dollars, and find definitely useful public works to 
spend these billions on, even all that money would not 
give employment to the seven to ten million people who 
are out of work.” 

That statement was made by Franklin D. Roosevelt. But 
it was made in 1932. The United States would be in better 
condition today if the Franklin D. Roosevelt of 1940 would 
listen seriously to the Franklin D. Roosevelt of 1932. 

The progress of the Government becoming the fabulously 
paid manager of the people’s enterprises can be traced 
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through its various theories of spending. First, we had cer- 
tain “emergency expenditures” — like those for relief and 
some more or less necessary public works. A little later we 
began to hear talk about the necessity for “priming the 
pump” until business could get started; the work, “emer- 
gency” was discarded. Then we were told of the need for 
continuous economic planning—a periodic “priming of the 
pump” whenever: the Government thought it necessary. In 
support of this, Government officials began to take the posi- 
tion that deficits were normal and perhaps even desirable, 
and that our old fashioned theory of a balanced budget be- 
longed with the horse and buggy. Finally—or should we 
say “finally” ?—-we were given a brand new label for the 
Government’s spend-lend program—namely, the theory of 
“social investment” which apparently would make these Gov- 
ernment spendings a permanent policy. 

The phrases may change from year to year as those in 
charge find it necessary to adopt a new banner, but they all 
mean the same thing. They mean that Government credit 
will supplant private credit; that Government jobs will in- 
crease and private jobs will decline; that economic expan- 
sion will be a matter of political policy and no longer the 
product of competition and individual initiative. 

Every Friday morning the newspapers of the country pub- 
lish in their financial sections a short statement of the finan- 
cial condition of the member banks of the Federal Reserve 
System. The statement is put out by the Federal Reserve 
Board in Washington, and contains a figure entitled “Mem- 
ber Bank Reserve Balances.” Probably 99% of the people 
of this country have never noted that figure and would not 
understand it if they had. But economists, businessmen re- 
sponsible for corporation policy, and Government financial 
officials pay close attention to it. Member banks must keep 
a certain reserve against their deposits in the Federal Re- 
serve Bank in their district. The amount of this reserve 
above the legal requirement is called “excess”. It is, perhaps, 
the best single indication of how much money is available as 
a possible base for credit expansion in this country—credit 
which might be used to finance business, but which is lying 
idle. 

In 1929, the year before the depression, the excess re- 
serves in member banks averaged about $43,000,000; they 
presently are approximately $5,750,000,000. In other words, 
five and three quarters billion dollars which would have been 
used as a basis for credit expansion many times that amount 
is lying idle in the banks of the country—almost 100 times 
the average amount lying idle in 1929. 

If industry could get the investors who own that money 
to invest it, in productive enterprises and if industry had 
faith in Government it could employ several millions of men 
in replacing obsolete machinery and enlarging its plants. For 
example, the Brookings Institution estimated that in 1936 
between twenty five and thirty billions of dollars would be 
needed for durable goods alone to make up the deficiency 
that had accumulated to that date, largely because of post- 
poned repairs and replacements. Brookings Institution is not 
a political organization. It simply investigates and reports 





the facts as it finds them. The deficiency in durable goods 
is particularly high because in a depression durable goods— 
by which we mean factories, heavy machinery, buildings and 
long-lasting materials—can be postponed. 

It has been estimated that industry could provide em- 
ployment directly for some three million men in operating plant 
and equipment, and for some six to nine million men in the serv- 
ice industries. On the one Hand therefore, there is an enormous 
amount of idle men and on the other hand there is industry 
which is very much in need of that money for capital ex- 
penditures that would create jobs. This country’s depression 
can be solved whenever we bring these two factors together. 
If we lived under a dictatorship, the dictator would order the 
banks to loan the money and the corporations to borrow and 
expend it. If we lived under the Russian system, both the 
supply of capital and the industries would be socialized. But 
both of these systems, as the very basis of their functioning 
require the subordination of all personal liberty to the state. 
The question is, can we cause our great reservoir of free 
capital to flow into the channels of industry under a democ- 
racy? If we can, our democratic system will be preserved. 
If we cannot, then our democracy will vanish in the chaos of 
national bankruptcy through a continually rising, unbalanced 
Federal budget, or through its overthrow by those unsup- 
plied with the necessities of life. 

The answer under our democratic system is for govern- 
ment to get off the back of the people’s industry with its 
unscientific method of taxation; its arbitrary and capricious 
regulations and controls; its wasteful — extravagant and 
competitive public expenditures; and its constant attack and 
harrassment of business; and when peace returns in Europe, 
our Government should re-establish as rapidly as possible, 
our foreign trade through international trade agreements and 
through encouragement of our own shipping industry. 

If Government will but do these things there will be 
re-created a condition in which the spirit of free economic 
enterprise can flourish, We will recapture the dynamic 
quality that used to be this country’s outstanding character- 
istic—the quality which makes men with ideas start new 
enterprises and men with money eager to finance them—all 
to the end that there shall be more jobs and more goods for 
more people and wider markets for the products of our 
farms; and all of these things can be done without any loss 
to the social progress we have achieved in this decade—such 
as the elimination of industrial and financial abuses, the 
efforts to improve the national well being and individual 
security and the awakening of the social conscience of the 
people. 

If industry is given this chance, in a few short, startling 
years, the “Grapes of wrath” will be turned into the “Sour 
Grapes of Wrath” of the envious bureaucrats and theorists 
as they behold the United States again becoming a prosperous 
nation of free men; and perhaps even more important, we 
will thus set an example of prosperity under a democratic 
system which will do more to keep lit the torch of liberty 
than will ever be accomplished for that cause on all the 
battlefields of Europe. 
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The American Way 


AN IMMIGRANT’S VIEWPOINT 








By WILLIAM A. IRWIN, Associate Educational Director, American Institute of Banking 
Delivered at Advertising Club Luncheon in Pittsburgh, March 12, 1940 


HEN I first came to America some eighteen years 
W or so ago there was a good deal of talk, as there is 

today, about un-American activities. At that time 
a Committee was active, investigating so-called subversive 
movements and the newspapers were filled with stories about 
various groups and about the things they were doing to 
undermine American life.’ Wherever a man went to attend 
an American Legion meeting, a Rotary Club, or any similar 
vroup, it was not uncommon to hear some reference made 
to Americanism or to the American Way. I used to ask 
myself this question: What is this American Way? And I 
did it for this reason—my old Scots-Irish father and mother 
had taught me, as a boy in a Scottish coal mine, that if 1 
should ever live in any other country I should try to dis- 
cover what its people fundamentally believed.—Because, they 
said, unless you understand what people fundamentally be- 
lieve, you cannot understand them. 

So, for the past eighteen years I have been trying to tell 
myself just exactly what an American means when he speaks 
about this American Way. I think I have discovered the 
answer. 

The American Way, as I see it, might be stated as two 
branches of a philosophy of life—one of them referring to 
our political or civil liberties, and the other referring to our 
economic liberties. Under the head of political liberties, I 
believe it to be a fact that we Americans, you who are native 
born, and I, who am merely a naturalized alien, are firm 
believers in the five great liberties guaranteed by the consti- 
tution of ‘the United States. Let me put them in this way— 
we believe firmly in our right to choose those who shall 
govern us, we believe firmly in freedom of speech, in freedom 
of assembly, in freedom of the press, and—perhaps the most 
important of all—we believe in the right of our people to 
worship God according to the dictates of their own con- 
science. These rights are guaranteed to us by the Constitu- 
tion, and few of us are ready to surrender them. 

Under the head of economic liberties we are very firm 
believers in the right of private initiative, that is, the right 
of any man or woman to choose his, or her, line of work, 
and to follow it without dictation from any authority. We 
firmly believe in freedom of competition, within certain very 
definite limits. By that, I mean, that in some lines of busi- 
ness activity we believe in monopoly, because we have learned 
that in these lines, competition can be mutually self-destruc- 
tive, and the consumer of the goods or services must pay 
for the destructive competition. In the third place, among 
these economic liberties, we still believe very largely in free- 
dom of contract. Then, too, the great majority of us are 
firm believers in the right of private property, by which we 
mean the right of man or woman to accumulate such prop- 
erty as they may in their lifetime, to call it their own, and 
to expect the government to protect them in the enjoyment 
of it. Finally, we believe in the right of bequest :—meaning, 
the right of a man or woman who has accumulated even a 
modest amount of property to distribute that property at 
his or her death according to his or her own wishes. In these 
last two cases, of course, we reserve the right of government 
to tax accumulated property, and to tax bequests—a right 
which government is exercising pretty freely these days. 


These five political or civil liberties, and these five eco- 
nomic liberties, constitute, in my humble judgment, the 
philosophies which we ordinarily call by the name—Ameri- 
can Way. 

Now, this American Way is being challenged today. First, 
it is being challenged abroad. A dictator like Hitler stands 
before a microphone and screams to all the world—‘‘Democ- 
racy is a failure.” A dictator like Mussolini stands before 
another microphone with his chin in the air, his arm slanting 
upward, and says: “The State must be supreme.” A repre- 
sentative of communist Russia raises his clenched fist above 
his head and cries: “Economic life must be planned.” Sec- 
ondly, this American Way is being challenged at home. You 
have heard, just as I have, this statement in the last few 
years: “The so-called American Way has failed,” or this 
one: “We can no longer trust private enterprise,” or finally, 
this one: “Economic life must be planned.” Here is the 
challenge to the American Way! 

Before we abandon this American Way it might be well 
to ask ourselves: What have we achieved under it? Again, 
I think I can give the answer. 

In the first place, under the American system of private 
enterprise, we have succeeded in building a standard of mate- 
rial well-being that is unparalleled in any country in the 
world. I think, for example, of the first morning on which 
I awoke in this country. I stepped outside the old hotel to 
board a street car, in order that I might meet my new boss. 
The first thing that caught my eye was the sight of hundreds 
of automobiles parked on both sides of the street and in 
every city block in the neighborhood. I had never seen any- 
thing like that in Scotland. When I reached the little col- 
lege at which I was to teach, I had a similar experience. 
Both sides of the driveway were lined with cars, front to 
back, front to back. Then I got my first glimpse of these 
magnificent dwellings that are built on American college 
campuses to house American college students. We call them 
Sorority and Fraternity Houses. You see, I had never seen 
anything like that before, even though I had been to college 
in Canada and Scotland and had seen college campuses in 
England, Ireland, France, and Belgium besides. Then a 
little later I got another glimpse of this material well-being 
when a paper-hanger drove up in his automobile, to the 
front door of my humble, rented house to do a job of paper- 
ing on the bedroom walls. Just imagine a paper-hanger 
in Scotland driving his own automobile! It isn’t done, and 
remember that the British Isles has probably the next highest 
standard of living in the world. A few years later I bor- 
rowed some money from a bank on good security (which I 
naturally expected the bank to require) and went to Scot- 
land to visit my aging father and mother. The first night 
I was at home, my old Scots-Irish mother said to me: “Son, 
did I hear your wife say that you have a telephone in your 
home?” I said: “Sure, mother, we have a telephone.” Her 
next question was perfectly natural. ‘Tell me, son, how 
much does it cost you?” “Nine shillings a month.” (You 
see, it was a party line which cost us $2.25 a month.) Then 
she asked: “Son, how many calls can you make for that?” 
“Any number of calls, mother.” “Can you call at night?” 
“Sure, any hour of the day or night.” I can still see her 
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eyes open wide as she said to me: “Son, that must be a 
wonderful country.” And I remember my answer: “Yes, 
mother, and you'll see it before you die.” She did, too. And 
the night I parted with her in Montreal I asked her: 
“Mother, what do you think of it now that you have seen 
it?” Would you like to know her answer? Listen! This 
was it: “Son, if I were only twenty years younger, Scotland 
would never see me again. I could make a living in this 
country.” That, ladies and gentlemen, was from a seventy- 
seven year old woman. She had seen what America had done 
under the system of free enterprise. 

In the second place, under this system, we have developed 
an amazing capacity to produce wealth. It doesn’t make a 
bit of difference what you want—America apparently can 
produce it. If it’s a car, a washing machine, a vacuum 
cleaner, a radio set, cigarettes, or these funny things the 
women call “hats” this year, we can produce them in un- 
limited quantities; and besides, we succeed in selling them 
at prices that place them within reach of plain working men 
and women. Don’t let anybody tell you that we don’t do a 
good job of distributing wealth in this country, for wealth 
really consists of the things that you and I, each of us, are 
enjoying today in our humble homes. And they have come 
to us, remember, under this American system of free enter- 
prise. 

In the third place, we have succeeded in keeping the doors 
of opportunity open, for those who have the intelligence, the 
ability, and the industry to strive to get ahead. In some 
seventeen years’ experience of teaching, in a little western 
college, I have seen boy after boy go out of my classes and 
start a little business of his own. Often it was a humble 
beginning because his capital was limited, but as his business 
grew and he was able to borrow at a bank, I could see that 
business grow and grow and grow. There are those, of course, 
who will tell you that opportunity in America is ended. Don’t 
let them insult your intelligence. You can find the best an- 
swer to that statement by simply opening your eyes and look- 
ing around you. 

In the fourth place, all through the history of America, we 
have succeeded in paying to our people a reasonable return 
on their savings and we did this for two reasons: First, 
because we needed their savings to build the economic plant 
of America, and second, because our banks could easily earn 
sufficient funds to pay them a reasonable return on these 
savings. Today, it isn’t so easy to do this. And the simple 
reason is this: Banks can’t pay what they can’t earn. 

Finally, under this American way, we have succeeded in 
building a country that is envied and copied all over the 
world. In the 19th century, immigrants like myself, flocked 
here, by the millions because they believed they could find 
here the standard of living of which I spoke earlier. And 
as you know, they found it. If we should let down the bars 
to immigration today, or when the present war in Europe 
ends, there wouldn’t be enough ships available to carry to 
our shores the millions of people who would still love to 
come to America. Indeed, they look with longing eyes 
across the ocean at us today. Then, too, remember that 
Britain, Germany, Japan, and even Russia have copied our 
economic methods. If you will read the Russian Primer, 
you will find that the slogan of the Bolsheviks, when they 
wished to create their economic plan, was “Let’s Ford-ize 
Russia.” That was the finest compliment which the Ameri- 


can system ever received because “imitation is the sincerest 
form of flattery.” 

Here then, under this American Way, we have built a 
great standard of material well-being. We have created an 
amazing ability to produce wealth and to distribute it, too. 
We have kept the doors of opportunity open to ambition, 
ability and intelligence. We have managed to pay, until 
recent times, a reasonable return’ on savings. And we have 
built a country that is the envy and the imitation of the 
World. 

But I could not leave this summary of the American Way 
without pointing out one other feature of it. While we have 
built so splendidly, in an economic way, we have also suc- 
ceeded in preserving those political or civil liberties about 
which I spoke at the outset of this little talk. Let me show 
you what I mean. Americans do not goose-step, for any 
dictator. Americans do no forced labor. American boys are 
not required to put polished shovels over their shoulders and 
march in ranks before the supreme head of the state. Ameri- 
cans can still say what they think. Try that in one of the 
dictatorship countries. All you would do is try! American 
newspapers still print the news. And there is no better in- 
formed citizen in the world today than you who are listen- 
ing to this talk. Finally, in America, we may still worship 
God as our conscience may dictate. We are not driven from 
our homes, our businesses are not destroyed, we are not 
denied the rights of citizens merely because we happen to 
belong to a certain religious sect or denomination. Thank 
God for a country where men and women still have pre- 
served for them these great liberties. 

But, there might be someone who is listening at this 
moment, and who is saying to himself or to herself, “You 
would think to listen to this man that America is perfect.” 
I believe no such thing, and I say no such thing. Indeed 
it is not perfect. We still have the problem of unemploy- 
ment unsolved. But so does every other country, except 
where the problem has been dealt with by putting men 
in munition factories, into forced labor, and into the 
trenches. We will solve this problem in our own way. 
We have not solved the problem of social security. Neither 
has anybody else! But we have made a start in that di- 
rection, and experience itself will tell us how much farther we 
should, and can, go along that line. In business we have 
had our up’s and down’s. Perhaps too many downs. Eventu- 
ally and perhaps soon, we shall solve the problem of the busi- 
ness cycle and we shall do it in our American Way. There 
have been some abuses, some dishonesty, and some serious 
mistakes in business. But that does not mean that all busi- 
ness is bad. There are millions of good, clean, decent, honest 
businessmen in America. Some people have succeeded while 
others have failed. You know that from your own experi- 
ence, and you also know that it is human to expect such 
results. But I think we must admit that, by and large, this 
American Way has served us well. 

And so, as a final word, this little immigrant would like 
to make one plea. In a world gone mad, let us preserve 
our American Way. In the past it has served us well. Even 
today it is serving us better than any other political and 
economic system of which I know. And in the days ahead, 
especially when this mad, war era is ended, it will not only 
keep us the envy of the World, but it will also make us the 
World’s one hope. 





“PRAISE FROM SIR HUBERT IS PRAISE INDEED” 


“I read VITAL SPEECHES with great interest. I am sure you are making a 
real contribution to the public in publishing such a worth-while magazine.” 


FRANK GANNETT, Pres., Gannett Chain of Newspapers. 
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The Economic Function of Speculation 


WE ARE WITNESSING A NEW KIND OF WARFARE 


By W. H. JASSPON, President, Memphis Chamber of Commerce, Memphis, Tennessee 
Delivered at Commodity Club Dinner, New York City, January 18, 1940 


HEN I accepted your invitation to speak here to- 

W nite, 1 decided that this is no time to indulge in 

pleasantries, or vague platitudes. This occasion 

affords an opportunity to discuss with you the effect of the 

current trend towards a more rigid control by the State over 

the lives and fortunes of its citizens and their established 
institutions, 

Many of our highly organized and integrated commercial 
practices, as well as some manifestations of human behavior- 
ism, are being examined today in the light of a new social 
philosophy which is predicated upon the theoretical assumption 
that the public welfare should be protected under the influ- 
ence and direction of a paternalistic government, rather than 
thru the intelligent and practical self-regulation of already 
organized and experienced groups. 

I do not deny either the demand or the need for Govern- 
ment supervision wherever the public interest is concerned. 
Surely we all believe that the rights of individuals to engage 
freely in commercial enterprise must be safe-guarded and en- 
couraged, if our competitive system is to endure. We realize 
that all tendencies toward monopoly or manipulation must 
be voided by penalty legislatiox 21d regulation. Industrial 
fascism must be prevented here thru enforcement of the right 
of individual initiative, and by removing structural defects 
in our economic system which permit special privilege and 
unwarranted preferentials. These are logical functions of 
Government which only Government can perform. At the 
same time, there is danger in this very beneficence. It must 
be remembered that any law or regulation which restricts the 
full exercise of individual judgment in ordinary trade prac- 
tices, to that degree narrows the gulf which divides the 
democratic from the totalitarian doctrines of State manage- 
ment. 

The responsible businessman of today recognizes that he 
has a definite obligation to society. He has discovered that 
good ethics have been proved to be good business! This atti- 
tude is the rule rather than the exception, not only of the 
present leadership of commerce and industry, but it has ex- 
tended to the great majority engaged therein. There is a 
distinct awareness or sensitivity to the value of favorable 
public opinion and a readiness for desirable and necessary 
reforms. “Let the buyer beware” has no place in the pattern 
of modern business policy. We have come to know that suc- 
cess in competitive and unrestricted trade depends upon the 
good will and the continued welfare of those from whom we 
buy and of those to whom we sell. In a democracy, organized 
business and government should have the same objective :— 
to perfect and strengthen the sensitive and delicate mechanism 
that have been developed and improved over the years to 
facilitate the free and continuous movement of commodities. 
Too often this remains only an ideal . . . with suspicion, 
prejudice and lack of faith the actuality. To go forward, 
both groups must have open and understanding minds. Any 
progressive program must depend on tolerance for honest 
differences of opinion, a cherished heritage of a free country. 
And may I add parenthetically—this difference of opinion is 
what produces buyers and sellers at the same time, and there- 
fore business for brokers. 

Anyone bold enough to speak of speculation as an economic 
factor assumes the risk of being labelled as an anti-social 
being. The public has received scant education in the science 


and application of commodity future trading. You have been 
better technicians than public relation counsellors. A pub- 
licity program, as I see it, is your joint and immediate 
obligation to yourselves and the public. 

By way of illustration, I doubt if it is generally known 
that every purchase contract executed on any exchange covers 
the purchase of the actual commodity specified and that 
simultaneously someone somewhere has contracted to sell 
the identical description. I do not believe, for example, that 
all traders themselves understand they can demand physical 
delivery on purchase contracts, or that a seller can likewise 
deliver the merchandise his contract calls for, receiving cash 
reimbursement exactly as if he had made that particular 
transaction with a particular purchaser. While all of this 
may be elementary to you, it is so much Greek to most people. 

To many, a future market is still looked upon as merely 
a legalized gambling place. Because people are uninformed, 
it becomes easy for exchanges to be unjustly condemned, and 
they often are, as subversive devices designed by the crafty 
to extract profit from the gullible and innocent. Exchanges 
become a sort of scapegoat for those who sometimes guess 
wrong, and because of the impersonal and public character 
of trading markets, they serve as a ready-made issue for the 
demagogue who desires or requires an emotional appeal 
against business. 

I do not believe it is even generally understood that an 
Exchange is simply a central market place, conceived and 
fashioned by the mind of man to give full play to, and for 
the convenience of, more flexible buying and selling. It is 
nothing more than the old-fashioned trading center brought 
up to date on a vast, streamlined scale to meet the require- 
ments of modern business technique in an age of specializa- 
tion and rapid turn-over, where buyers and sellers are often 
separated by great distances. 

You and I know Exchanges neither make nor control 
prices. They simply register individual transactions in a pub- 
lic market place, and make the information immediately avail- 
able to all within range of a newspaper and radio. But this 
function of Exchange performance needs to be further inter- 
preted to the public. Understanding dispels fear. 

In the past, perhaps, Exchange management has not always 
anticipated public reactions or revised rules quickly enough 
to reflect changed conditions. These are insufficient reasons, 
however, to condemn these institutions themselves, or to 
apply punitive regulations as corrective measures. The men 
who have brought future trading to its present high state of 
efficiency have been merchants primarily, not precision en- 
gineers, but they have been constantly improving the trading 
machine they have created. Highly competitive conditions 
have compelled the development of finer commercial ethics, 
so that many old-fashioned and traditional hang-overs of the 
horse-swapping era are no longer condoned or tolerated. 

It should be obvious to anyone that you have a selfish 
interest "in promoting reasonable and equitable contracts. 
These conditions are mandatory if you are to command wide 
and warranted public participation. After all, you have to 
be fair to your customers if you expect to hold their trade. 
Exchange management and Government, acting together in 
joint and sympathetic council, will help to maintain public 
confidence in the fairness and equity of your trading institu- 
tions. It will bring about a feeling of security in the equality 
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of opportunity and execution of orders, so necessary to secure 
greater market support. There is no question of the many 
advantages in the proper sort of cooperation! But administra- 
tive agencies need to temper their zeal with your experience 
and judgment so that no restrictions will be imposed that 
would narrow your markets and render them less useful. It 
should also be remembered that future markets already exist 
beyond our borders, and we do not want to expand their 
operations at the expense of our own exchanges. The fact 
that future trading as a marketing medium is more firmly 
intrenched in the American business system than ever before, 
would seem to indicate that an economic need is being met 
by the system. 

The high standards of ethical conduct required of your 
members is not generally understood. The Clearing House 
operation, by which brokers’ accounts are financially pro- 
tected against daily fluctuations, is as mysterious to the un- 
initiated as an intricate mathematical formula. 

I have tried to imagine what the effect on our economic 
processes would be if our Exchange machinery was suddenly 
stopped. Undoubtedly, one definite consequence would be 
to throw a large burden back on the original producers. A 
lower average price for those commodities would result, and 
the whole process of merchandising would slow up. 

For the crops and commodities where Exchanges offer price 
protection, the merchant, processor and warehouseman are 
able to supply a more stable and constant market and the 
merchandising spread is, therefore, lowered by reason of the 
reduced risk involved. We know too that Exchange opera- 
tions enable banks to make large loans at minimum rates 
for the same reason. Exchanges have provided convenient 
additional market places where consumers everywhere may 
cover future requirements without investing in extensive and 
sometimes unavailable warehouse and financial facilities. 

Of far-reaching importance, as I have already indicated, 
is the pitiless publicity of all Exchange transactions. The 
whole world has available a continuous record of prices, so 
that no buyer or seller now has to trade in the dark, as in 
the days of “rugged individualism”. Hedging, as it is com- 
monly termed, is only another commercial safeguard. It has 
become an accepted practice of prudent business policy, as are 
fire, credit, and liability insurance. 

Commodity trading plays no favorites. It is equally avail- 
able to big and little business, producer or processor, on the 
same terms and conditions, regardless of size or influence. 
To my mind, the value of an institution which plays such 
an important role in fostering a wholesome competitive 
economy is beyond debate. 

I do not intend to dodge the specific factor of speculation. 
In the first place, man is by nature a chance-taking animal. 
He has always been, and he will no doubt always be, 
wherever society is free. It is a form of human behaviorism 
that we must acknowledge and accept. Sometimes we call 
it the exercise of judgment, mobilizing past experience to make 
a prognosis. However we may think of it, experience shows 
that the element of risk is one which enters into every phase 
of life; motivated by a desire to better a financial position, 
improve our social status, or for pride of accomplishment. In 
their present state of development most human beings will 
wager on something—a race, a game, a commodity or stock— 
often furtively and illegally. If one avenue is closed, other 
routes will be worked overtime, or new channels invented. 
Most people who are allowed to think and act for themselves 
will back their judgment in some manner. In the purchase 
or sale of commodities, the motive of gain naturally exists. 
But we have never succeeded in achieving morality thru law 
alone. You cannot enforce moral codes before the people are 
ready to accept them. The slow process of education comes 
first. The abortive attempt to legalize prohibition with its 


concomitants of legal and moral evasions is too recent a 
memory to all of us. There is no real difference between 
trading or investing stocks or in other chattels. The question 
of safety or security is a matter of individual judgment. Not 
even the Government would presume to limit investment only 
to its bonds, as long as this is still a Democracy, and even 
United States bonds are not above declining. So where can 
you logically or even ethically draw the line of distribution? 
And who is to draw it without stifling the right of free choice? 

In speculation, or investment in commodity futures, if 
you prefer, we see a paradox—a risk which someone is 
willing to initiate and assume makes it possible for another 
to limit his risk to exactly the same degree. So it follows 
that speculation assists in protecting necessary commercial 
commitments. It is this willingness of man to take a chance 
that increases buying power in a market during periods of sea- 
sonal crop movement, when the volume of goods is greater 
than open inventory accounts warrant. Speculation acts as 
a cushion to absorb the shock of surplus marketing. Instead 
of being a social hazard, speculation, under judicious control, 
is a very positive stabilizer. In one form or another it plays 
some part thruout the entire range of commercial transfers. 
Nor is there anything immoral, illegitimate, or anti-social 
involved. The cases of manipulation, restraint of trade, of 
illegal or immoral conduct are comparatively few—nor are 
they limited to trading in exchange futures. Both public 
opinion and the law are available for action in specific cases. 
And these should be dealt with uncompromisingly to pre- 
serve the integrity of, and faith in, our entire business 
mechanism. The question of whether an individual gains 
or loses has no bearing whatever on the validity of the sys- 
tem itself. 

Low prices are often attributed to Exchange speculation, 
and then there are howls for reform, demands for the aboli- 
tion of future trading, and for straight-jacket regulation. We 
have the stated conclusion of the Commodity Exchange Ad- 
ministration in its report of September 25, 1939, that during 
this last low-price cycle, there was “no apparent foundation 
in fact for such statements,” but that on the contrary “large 
operators have been quite uniformly on the long side of the 
market.” I think it is interesting to observe that our farming 
groups practice speculation, though they would very likely 
deny this intention. By reason of traditional marketing in- 
hibitions, however, seldom does an agricultural producer seek 
the advantages of hedging even part of his prospective crop, 
during periods of satisfactory prices, to insure against a pos- 
sible price decline. I am of the opinion this is largely due to 
a complete lack of knowledge of hedging procedure. Future 
trading is to many, who might advantageously use it to lessen 
risk, a vague, uncertain and dangerous instrument invented 
by the city to exploit the country. I once heard an Exchange 
defined as a place where “they cut, shuffle and deal ; then tele- 
graph you your hand.” As I said before, here is a job for busi- 
ness and educational promotion. Good will on the part of the 
public will grow with a better understanding of your opera- 
tions. 

In looking over various commission house circulars, which 
seem to arrive with every mail, I am impressed by the pre- 
ponderance of opinion (as if one could always be sure) as 
contrasted with statements of facts. While it is true that the 
lethargy of some people is stirred into action only thru the 
power of positive suggestion of expressed opinions, I wonder 
if, in the long run, this policy really works in your favor. 
This kind of trade promotion overlooks the psychology of 
the average man, who assumes full credit when he wins, but 
blames his counsellor or the Exchange when he loses. You 
know, it is a great comfort to have a straw-man to hold re- 
sponsible for mistakes. 

I know that you too disapprove of the tactics of certain 
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so-called commodity counsellors and I am glad to record that 
you are studying the problem to put a stop to a kind of mal- 
practice for which you are not responsible, but which brings 
exchange trading into disrepute. 

Progress in this complex age is retarded by the amount of 
disorderly thinking that prevails. There is too much thinking 
motivated by fear and defeatism; common sense becomes in- 
creasingly uncommon. Certainly reforms in the interest of a 
sound and workable economy are always desirable. But re- 
form must grow out of need as a result of changed condi- 
tions. A business economy is never static nor is its course 
always predictable. Organizations, such as you represent, 
cannot afford to permit either chiselers or unscrupulous 
traders to remain in your midst. You have high standards of 
integrity among yourselves as is evidenced by the fact that 
millions of dollars change hands daily with only a mere nod 
or sign to acknowledge and confirm a trade. A means to a 
better understanding of your activities might be brought 
about by adding non-members or paid managements of ca- 
pable and experienced men to your governing boards as the 
Stock Exchange has done. You cannot ignore your position 
as a political and bureaucratic football, and you will be 
kicked around until you have convinced public opinion that 
you are a vital spoke in the wheel of commerce. 

We hear a great deal about protecting the public interest. 
Too much of it unfortunately is an expression of political 
emotionalism, not realism, or even sincere idealism. The 
truth is, we all desire to protect the public interest, because 
after all we are the public. We can and should be protected 
against inequality of opportunity and all forms of racketeer- 
ing, but, unfortunately, we cannot be protected by edict 
against our own folly. 

The liberal and progressive membership of any exchange 
subscribes to these principles as wholeheartedly as does any 
group of Governmental officials. Why then, is it necessary 
to put commodity Exchanges periodically on the spot ? Where 
is it to the interest of any group to break down confidence 
in these agencies, which depend on public respect for their 
best service? Punish the rascals? By all means, but do not 
impeach the institution itself because some individuals mis- 
use their privileges or abuse their public trust. I believe, with 
Edmund Burke, that you cannot indict a whole people be- 
cause a few short-sighted and selfish men temporarily occupy 
high places. We do not destroy a building because a few 
termites have eaten away some of the timbers. We must steer 
a narrow course between the power of pressure groups on 
the one hand, and the tendency of Government, on the other, 
to arrogate unto itself the right to determine a proper social 
and economic order. Unfortunately, the former is often the 
cause of the latter. Government, in our society should be the 
. colleague and not the competitor of individual activity. It 
should adopt the role of umpire, not player or high commis- 
sioner in the competitive game of Commerce. Above all we 
need to practice more adult thinking in dealing with our 
basic problems. 

It is not my purpose to be destructively critical of the Com- 
modity Exchange Administration, or to minimize their ef- 
forts to place trading in commodity futures on a high plane. 
I have already said that within proper spheres of action co- 
- operation between the Exchanges and the Government is 
desirable and valuable to all. But when I read the concluding 
paragraph of their recent report to the Secretary of Agri- 
culture, I can understand your apprehension over future 
policy. I quote:— “Of considerably broader character is the 
whole question of the economic utility of the futures trading 
system. Despite the fact that trading in commodity futures 
has been a recognized marketing practice for nearly a hun- 
dred years, during which time it has developed into a trade 





having an average annual value of more than $23,000,- 
000,000, there has been no comprehensive study made of its 
value in the social structure. Such a fundamental study 
would not only prove interesting and illuminating but might 
reveal important facts not now known or appreciated.” It 
appears quite possible that most of your friction with this 
important agency arises from their implied doubt as to the 
efficacy of the whole practice of future trading, while your 
objective is to improve it—to make it work more efficiently 
and equitably. This should be the sole aim of the Commodity 
Exchange Administration as well. 

I would meet the challenge squarely. The issue is clear. 
You are justified in protesting such vague generalities. The 
only effect of such statements is to weaken the vitality of 
your institution by undermining public confidence which 
you seek to cultivate. Our doubt it: that reform will ever 
be achieved by changing our business pattern thru Govern- 
ment mandate alone. This tendency was commented upon by 
former Justice Brandeis in the following words:— “Ex- 
perience should teach us to be more on our guard to protect 
our liberties when the government’s purposes are beneficent 
. . . The greatest dangers to liberty lurk in insidious en- 
croachment by men of zeal, well-meaning, but without under- 
standing.” 

I do not believe Congress intended to delegate authority 
to any agency of the State to remodel our economic system. 
Nor am I prepared to accept the statement I have cited as 
an expression of forthright Government policy. I prefer to 
think that the language was merely the over-enthusiastic 
outburst of some zealot burning with an ambition to be the 
hero of a new social order. Yet in view of the recent ex- 
posures within the National Labor Relations Board, it would 
be unnatural if we failed to view with alarm any expansion 
of bureaucratic domination. 

While I am aware that pressure and social groups are 
making increased demands upon Government, we cannot re- 
main indifferent to the consequences of the State’s willing- 
ness to share increasingly the burdens of the people. We are 
gradually abrogating fundamental principles of a Democratic 
Nation, that Government was designed to be the servant, 
not the master of its people, and the concept that those who 
are least governed are best governed. 

I desire to refer briefly to the Reciprocal Trade Agree- 
ment Act. This is not an issue than can be judicially decided 
under the influence of petty politics, sectional claims, and the 
clamor of selfish interests who have been the beneficiaries of 
a vicious and indefensible tariff system. These biased groups 
cannot conceivably be expected to think or advise in terms 
of all the people. Here is an issue that tests the merit of 
our whole democratic legislative process. 

We are sometimes too harsh in our criticism of politicians. 
We forget that they strive more often to reflect the wishes 
ut their immediate constituencies, rather than to register their 
own judgment. We find one large farm organization in favor 
ot the Act, another opposed to it; exporting industries largeiy 
pro, other special interests against the present methods. But 
the considered conclusion of the more liberal-minded and 
economically experienced public, the men and women who 
have given objective study to the question—both Republicans 
and Democrats—is that this Reciprocal Trade Agreements 
Act is the only effective piece of tariff legislation we have 
enacted since we passed the “for revenue only” stage in our 
national tariff history. 

When the arguments all boil down, I fear that opposi- 
tion strategy will center chiefly around a provision that 
Congress must approve all agreements, because in Congress 
there will always be an opportunity to defeat ratification by 
the same log-rolling tactics with which all tariff legislation 
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has always been associated. If this problem of tariff and 
trade is ever to be resolved scientifically and from a broad 
National outlook, the political factor has to be eliminated. 
Decisions will have to rest with a disinterested group, who 
are motivated solely by a desire to assist in the maintenance 
of a better domestic industrial and agricultural economy thru 
the medium of exports. Regardless of what we may think of 
it in principle, no one would abolish our tariff system at this 
time under present world trade conditions. The State De- 
partment has proved its understanding of a desirable domestic 
trade policy, despite some minor flaws in some of the agree- 
ments. 

To my mind our people do not realize the fact that the 
degree to which we may have to adjust our domestic economy 
depends entirely on the extent to which we may be able to 
sustain exports. We have both agricultural and industrial 
surpluses, and the buying power of Americans is indelibly 
linked with our ability to produce more and sell more abroad 
as well as here. 

We have high-tariffed ourselves out of world markets, and 
created the incentive and demand for new production else- 
where among nations who are able to maintain the essential 
two-way trade. We price-pegged certain commodities above 
their world value and added to our trade difficulties and 
confusion. Nor is synthetic pricing an invention of the 
Roosevelt administration. It was invoked during the Hoover 
regime. So you see that pressure groups, or a disordered 
economy, know no party lines. We neither preached nor 
practiced self-containment here even in the horse and buggy 
era — it is even less possible today, and yet those who oppose 
the Agreement Act would have you believe we can live 
within our own limits; or, they do not know that we can- 
not increase exports unless we are prepared to accept in- 
creased imports. As most of us know, the so-called Hull 
formula is based upon obtaining specific contractural com- 
mitments in exchange for carefully adjusted tariff concessions. 
“Reciprocal” in name and fact is the essence of every agree- 
ment. 

There is no question in my mind of the far-reaching value 
of these treaties under normal, or peace-time, conditions. But 
I am of the firm conviction that reciprocal trading is des- 
perately urgent at this very time. It is a matter of regret 
that the element of legislative uncertainty caused the de- 
ferment of prospective treaties with Argentine and Uruguay 
and perhaps other countries. 

We are witnessing a new kind of warfare. This is not a 
war of guns and men. It is a war whose offensive weapon 
is economic starvation. We are already advised that England 
is negotiating for the surplus cotton crops of the world, the 
meat and hides of South America, the wools of Australia, 
and so on, payable in Sterling or goods. They hope to de- 
prive Germany of necessary supplies, and at the same time 


to keep their trade routes open. But we must reckon on the 
effect of this new war policy to the United States. It will 
certainly curtail our direct exports of basic commodities to 
the Allies. It will also seriously impair our commercial rela- 
tions with other countries. As their sales to the Allies in- 
crease, their need for more two-way trade will be propor- 
tionally greater. Our only hope is to quit our bickering 
quickly, awake to the implications of the times, and an- 
nounce to the world that we too will carry on with reciprocal 
trade. At this critical hour, with our national economy un- 
willingly involved, we cannot afford the possible penalty 
of special-interest legislation. And I know of no wiser or 
more flexible means of meeting these rapidly shifting move- 
ments of world trade than by the extension of the Reciprocal 
Trade program. We have to see the situation in terms of Na- 
tional Welfare, and be willing, if need be, to make some in- 
dividual sacrifice for the greater good of the nation as a 
whole, without which no one can prosper. 

In these days of a war-wrecked world where National 
necessity and our own lack of foresight have conspired to 
imprison world trade behind retaliatory tariffs, quotas, ex- 
change control, and forced self-service, the Reciprocal Trade 
Act stands out not only as a monument to the wisdom and 
capacity of our Secretary of State, Cordell Hull, but as a 
beacon light in a world of economic darkness. 

“Peace thru trade” is no mere idle slogan of commercial 
idealism. It is a practical plan to avoid war. It was the loss 
of trade, thru a policy of militaristic waste, that finally 
forced Germany to take up arms. It can be a disordered in- 
ternal economy that might crystallize a war psychology here 
—as a way out. We will stay out of this conflict, as far as 
Allied pressure is concerned; but we may succumb to our 
own folly. To you who deal in international commerce, it 
would be presumptuous on my part to enlarge further on this 
subject. So, I urge you, who believe as I do, to use every 
influence at your command to support this Reciprocal pro- 
gram, and to convey your sentiments to Congress individually 
and collectively when the issue comes up for debate. 

I am deeply appreciative of your invitation and your for- 
bearance. We are living in a time of crisis—our future is in 
doubt. There never was greater need for taking counsel 
together for mutual understanding. In times of war we for- 
get our petty jealousies, our differences, and our personal 
ambitions in a common cause. Isn’t it possible to do as much 
while we are yet at peace, to maintain peace? Let us strive for 
good will, for a better society among men, for the preserva- 
tion of our American character. Let us by precept and ex- 
ample point the way to a shackled world; how free men can 
work together so that they may remain free. There is noth- 
ing more important—there is nothing more difficult to 
achieve, but in the words of James Hilton, “Miracles have 
happened, miracles can happen.” 


Super Vision or Supervision 


WHY DID LIFE INSURANCE GROW SO BIG? 


By O. J. ARNOLD, President, Northwestern National Life Insurance Company of Minneapolis 
Delivered at the Annual Meeting of the Insurance Federation of Illinois, Chicago, Illinois, February 20, 1940 


become a delicate undertaking just at present for 
anyone in the insurance business to make a talk about 
current problems of his own business. Now I do not mean 
that anyone in the insurance business has reason to fear 
reprisals for what he might say so long as he is fair and 


B exe: our business is being investigated, it has 


honest, but the difficulty lies in saying only what is abso- 
lutely fair and in refraining from anything that is unfair or 
may be construed as unfair. 

Let me suggest some of the difficulties of making a talk 
at this time. If we object to being investigated, we arouse 
public suspicion—and perhaps rightfully so. While we have 
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already a high degree of publicity of all the affairs of our 
companies, it may well be that once in a generation or more 
our business should be given a careful checkover by some 
public body. I for one would be in favor of such a move, 
particularly if the investigation were conducted not as a 
public trial or prosecution of the business but as an effort 
on the part of men familiar with and concerned with the 
sound progress of insurance—say some such group as the 
National Association of Insurance Commissioners—to con- 
duct an intensive general review of the whole field with a 
view to bringing both the practices of the companies and 
the laws of the states into line with advancing progress. But 
even though the present investigation goes somewhat wide 
of this mark, we cannot very well object to it. 

If we object to the conduct of the investigation, we in 
effect become critical of the Committee which has been ap- 
pointed to hear the facts. While the Committee presumably 
has the right to ask for and get whatever testimony they 
‘want, they have delegated the actual work of investigation, 
preparation and presentation of evidence to the SEC. And 
while I personally do not feel the evidence submitted has 
been adequate for an understanding of the business, yet I 
am convinced the chairman of the Temporary National 
Economic Committee—the T NEC—has been totally sincere 
and honest in his several public utterances urging that the 
Committee desires only to be fully informed and to hear all 
sides of the questions at issue. 

If we question the motives of the group charged with 
submitting evidence, we lay ourselves open to the accusation 
of jumping at conclusions and of imputing to them motives 
foreign to their intentions. Perhaps the evidence they have 
selected is no key to their motives. It is difficult to keep 
from thinking there may be some connection between the 
two. But until they publicly state their motives, any objec- 
tion on our part carries with it the implication that we object 
to being shown what, if anything, is wrong with our 
business. 

Yet even with these very real hazards of talking about 
our business, I propose to do just that in my few minutes 
here today. And further, I propose to talk about the investi- 
gation proceeding in Washington, in the very sincere hope 
that each little bit contributed to an understanding of the 
questions raised by that investigation will add up in the 
long run to bring out the sort of constructive results the 
‘TNEC Committee, the companies and the public want. 

Such a result is not likely to come out of the sort of 
thing we have been reading and hearing about in recent 
weeks. Columnists have been “letting their public in” on 
all the dirt. I learned from my evening paper a few days 
ago, for example, that the insurance companies were main- 
taining a powerful lobby in Washington. Now I don’t 
know what everybody in the insurance business is doing, 
but I know enough about it, I think, to be aware of such a 
Washington lobby if the insurance companies were main- 
taining one. I’m positive they are not. 

In another column, I learned to my vast surprise that the 
insurance companies are resisting the investigation because 
they want to maintain secrecy and an air of mystery about 
their business. The fact is, of course, that the insurance 
companies spend substantial sums each year to inform their 
policyholders and to train their agents to do so. But even 
recognizing their efforts sometimes fall short of the desired 
goal of full information for the policyholder, this viewpoint 
expressed by this writer is at complete variance with the 
public statements of members of the SEC—statements which 
have praised the cooperation and more than complete infor- 
mation the companies have given to the SEC throughout 

the investigation. 








There is a general implication in many of the items I have 
seen in the press to the effect that the insurance companies 
have been uncooperative with the SEC and desirous of 
withholding information bearing on their economic power, 
for fear of disclosures which might be made. But my own 
conviction is that if the companies have any fear, it is the 
fear that the Committee will not get all the facts it needs 
for a full knowledge of the business adequate to sound con- 
clusions. 

And there is much of the same sort of thing transpiring 
on the other side. Recently Senator O’Mahoney, Chairman 
of the TNEC, has felt called upon to make several state- 
ments denying on behalf of his Committee a number of 
ideas, schemes and motives which he felt had been imputed 
to his Committee by persons in the insurance business. I for 
one feel the Senator probably very justly felt put upon; for 
no matter what others in Washington may have in mind 
about our business, 1 think the Senator has been wholly 
honest in denying set preconceptions. While there is ground 
for confusion because the SEC is both the investigating 
agency for the —ITNEC and has also a representative on the 
Committee itself, it is only fair and the part of good sense 
for everyone in the insurance business to keep quite clear 
the distinction between the TNEC which hears evidence 
and the SEC which is submitting evidence, just as we must 
distinguish between the TNEC or SEC and other groups 
or individuals in government circles. 

The point I would like to make is that all of these remarks 
and side issues tend to prevent constructive thinking on the 
real questions at issue. Indeed, we have almost forgotten 
the fact that this is an investigation with a stated purpose, 
and the whole matter is assuming the guise of a petty quarrel 
which profits nothing either for the companies or the TNEC. 
The task at hand surely is one on which parties to the 
inquiry can easily agree—namely, to see that a clear factual 
picture is obtained of the bearing of life insurance on the 
American system of economy. This is the objective of the 
Committee as forcefully stated by the chairman. Surely it 
is an objective the insurance companies can heartily endorse. 
And if either side has gone astray of this objective or has by 
their public utterances led others to go astray, our present 
task should be to amend such harm as has been done thereby 
and to return as quickly as possible to the real issues at stake 
in this investigation. So, at the risk of being neither newsy 
nor exciting, I’d like today to go back to the fundamentals 
which all of us—the Committee, the SEC, the companies 
and the public—may be overlooking to our own great loss. 

Because of the nature of our business—demanding as it 
does a high degree of public confidence—we in the insurance 
business could not but welcome and cooperate in the investi- 
gation proposed by the President over a year ago. The pur- 
pose of the investigation was clearly stated. It was to deter- 
mine whether the large funds entrusted to the insurance 
companies by the rank and file of the public were being 
used as an “instrument of economic power.” The Commit- 
tee’s chairman stated its desire to uphold public confidence 
in the business. The Committee—while unusual in its 
make-up as a body investigating legislative needs—is manned 
by able members of the Congress and by an equal number 
of prominent appointees of the executive branch of the 
government. 

Nothing in the set-up of this investigation, therefore, pre- 
cluded the possibility that its conduct would be constructive 
and its impact on the public encouraging rather than dis- 
turbing. : : 

Yet the investigation has become disturbing—disturbing 
to the policyholders, disturbing to the companies, and dis- 
turbing, apparently, to some members of Congress. 
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If I am not mistaken, the investigation became disturbing 
only when the real purpose of the investigation was sum- 
marily tossed into the background. The companies became 
nervous because the evidence bearing on monopoly or con- 
centration of power or use of power was apparently accepted 
as concluded, and the nature of the testimony subsequently 
submitted suggested the monopoly issue had been settled in 
the minds of the SEC,‘at least, if not in the minds of the 
Committee. No other conclusion could readily be drawn 
from the type of testimony thereafter introduced. Further- 
more, because a veritable rash of suggestions of every sort 
bearing on the future of insurance began to hit the front 
pages, it would seem that others outside the TNEC assumed 
the Committee had reached the conclusion insurance was 
proven wanton in its use of power. 

Now I am convinced that this is the point at which the 
whole investigation got somewhat off the track. Not that 
it matters a great deal that the subsequent evidence intro- 
duced bore largely on the operating problems and manage- 
ment practices within the business—having little or no bear- 
ing on the subject of monopoly or economic power. But 
until the evidence was heard and the whole picture presented 
on the real purposes of the investigation—monopoly and use 
of power—the pursuit of other questions served only to 
arouse suspicion of the motives of the SEC, doubt as to the 
real purposes of the investigation, and above all, an uncom- 
fortable feeling that the Committee—regardless of good 
intent—was being railroaded to conclusions without ade- 
quate opportunity to study facts. 

Briefly, the implications suggested by the course of the 
testimony before the Committee ran about like this: 





1. Life insurance is big—very big. 


2. Anything so big must need the federal government 
to control it or police it—or even compete with it. 


3. Therefore, the SEC and the Committee must look 
into every feature of management of the business— 
with emphasis on its shortcomings. 


No one will argue much with the major premise—that 
life insurance is big. But the apparent readiness to accept 
the second premise—a readiness made all too evident by the 
course of the hearings—in my opinion simply overlooked the 
real issue at stake. To assume that insurance demands fed- 
eral attention solely because it is big is a tremendous assump- 
tion. For unless my thinking is wrong, the very bigness 
attained by insurance, without federal attention, may be the 
best possible proof that no such attention is needed. It all 
depends on whether insurance is good or bad, whether it is 
sound or unsound, whether it has won its bigness through 
merit or misconduct. And at least it would seem that an 
earnest effort to study the facts could not avoid such ques- 
tions as how and why the business has grown. 

How did insurance grow so big? By cutthroat competi- 
tion with its competitors? By restraining trade? By develop- 
ing and controlling patents on financial safety? By licensing 
processes of investment to the exclusion of competition? By 
vast mergers? By building holding company structures? The 
fact is that these devices of monopoly or aids to bigness are 
largely unavailable to insurance, and if available, have not 
been used. Insurance grew big by performing a sound and 
sensible service to the American investor. Yet not one whit 
of evidence has been introduced showing how insurance 
attained bigness—and that is a serious omission which to my 
mind needs correction. If bigness is the result of evil doing, 
the federal government should take note. If bigness is the 
result of merit unaided by monopolistic devices, the inter- 
ference of federal power at the expense of the policyholder 


or the taxpayer or both may well be considered quite super- 
fluous. 

Why did life insurance grow so big? And why does it 
continue to grow—even in depressions? Is it really because 
it feeds itself like a snowball rolling downhill? Or do other 
forms of savings and investment grow just as rapidly so 
long as they sustain public confidence in their soundness and 
integrity? Does insurance grow in depressions when other 
forms of savings cease to grow because of some diabolical 
factor in its make-up or because it is a safe haven for money 
during times of economic distress? Has it grown because it 
made wild promises to the public which it could not fulfill? 
Or because it has fulfilled the promises it has made? Not 
one whit of evidence has been given as to why life insurance 
grew—only the bald fact that it grew and remained healthy 
through depressions. But it is difficult to see why anyone 
should be alarmed because life insurance has proved safe 
for the savings of the people during depressions. 

Where is insurance headed? ‘Toward concentration of 
economic power? Toward control of assets in a few hands? 
Nothing has been shown on this point except a static picture 
of the current bigness of the business and of certain com- 
panies within the business. Yet the most feeble effort to get 
at facts would show that the nature of insurance investments 
gives the companies a minimum of ownership rights or 
means of control over business, that there has been con- 
stantly increasing competition in insurance, and that steady 
decentralization of assets both by companies and by geo- 
graphic areas has been taking place over the past 60 years or 
more. But no such evidence has been introduced. 

W hat is insurance? Is it like a business dealing in some 
commodity? Does its price—in which safety is the greatest 
factor—have the same character as a commodity price? Is 
a safe price for insurance best determined by cutthroat com- 
petition or by pooling the experience of the companies under 
the supervision of the state? Is a price based largely on 
future contingencies, the same as a commodity price based 
on current costs? Is a business in which the profit motive is 
largely lacking subject to the same suspicion of price policies 
as a business dominated by the profit motive? Is a business 
whose assets are held largely for the benefit of its customers 
the same as a business whose assets belong solely to its 
owners? Is a business which invests in other businesses only 
as a creditor the same as a business which buys ownership 
or voting control of other businesses? 

Exploration of such points as these surely is sufficiently 
germane to the whole question of monopoly and of use of 
economic power to suggest that omission of such evidence is 
striking. Indeed, it suggests on the part of those entrusted 
with accumulating evidence something less than thorough 
effort to get at facts and something akin to a willingness to 
accept as a foregone conclusion that bigness must mean 
badness. 

Now, in making such a statement, I do not mean to 
impute to anyone an evil motive or a deliberate intent to 
deceive the Congress or the people or anyone else. There 
are limits of time against which both the SEC and the 
TNEC have had to work. Members of the SEC in their 
own public statements have indicated they are as aware as 
anyone of the seriousness of such limits; for the life insur- 
ance business in all its aspects, particularly as it relates to 
the economy of the country as a whole, is indeed complex. 
But it seems to me that the very real complexities of the 
original questions posed for consideration by this Committee 
and the very evident need for thorough information in order 
to understand the nature and extent of economic power exer- 
cised by insurance companies should have suggested either 
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careful limitation of the scope of evidence to the time and 
funds allotted, or else the use of every precaution by the 
SEC to warn the Committee and the public against an 
assumption that the bigness of life insurance as it was por- 
trayed offered prima facie evidence of unbridled power. 

Even less supportable is another apparent assumption 
made in lieu of adequate evidence—namely, that life insur- 
ance is so big it needs federal attention. The fact is that 
insurance has grown big through doing a sound job of pro- 
viding safety and protection for the American public. 

The fact is that insurance has used no monopolistic device, 
no restraints, no unfair competition to grow big; and that it 
must of necessity, therefore, have grown big by doing an 
efficient job for the public. 

The fact is that competition is very much alive in the 
insurance business—determining prices, preventing stagna- 
tion, tending always to decentralize assets in the business and 
preventing the establishment of vested or protected interests. 

The fact is that insurance holds the bulk of its reserves 
for the benefit of its policyholders and not for the benefit of 
managers or owners. 

The fact is that insurance far from seeking economic 
power or control over American business or finance, avoids 
ownership and ownership rights in American business and 
seeks only to make credit available when and where it is 
needed—to business or to government. Of course it could 
be suggested that insurance companies might exercise power 
by refusing to extend credit. But the changing pattern of 
insurance company investments over the years belies this 
suggestion, for these investments reflect with a remarkable 
degree of accuracy each phase of economic expansion of the 
country and each period of expansion of the public debt. 
Moreover, the vigorous competition of 308 life insurance 
companies alone seeking sound securities makes absurd any 
such suggestion, 

The fact is that insurance for the most part has neither 
the motive to acquire power which arises from the prospect 
of individual gain, nor the machinery available in the form 
of patents, ownership rights in business, control of raw 
materials or processes which would enable it to gain economic 
power. 

And above all, the fact is that insurance has grown because 
it has fulfilled its contracts with the people year in and 
year out. 

And these things being true—and being subject to proof 
if all the evidence were given—the burden of proof falls 
heavily on the shoulders of those who contend that the super 
power or super vision of federal government is needed in 
insurance affairs. That burden they not only have refused 
to shoulder but have lightly cast aside; and they should not 
be permitted to do so. 

For the how and the why and the where and the what of 
insurance growth surely owe their soundness in great meas- 
ure to the fact that insurance for nearly a hundred years has 
been supervised by the states. If insurance is good—and 
various members of the SEC and the TNEC have repeatedly 
and publicly declared it is good—then it follows that state 
supervision is good; for the two have grown hand in hand. 
It seems no less than staggering to me there has been an 
apparent assumption of the need for federal attention to 
insurance without even the slightest effort on the part of 
those concerned to hear testimony as to what state super- 
vision is, how it works, what are its merits and what are its 
demerits. State supervision seems in a fair way to be con- 
victed, without benefit of trial or hearing, of having been 
a failure because it has encouraged the growth of a great and 
a sound institution for the American people. 


But there are several points about state supervision which 
I believe are exceedingly pertinent to this whole question 
of monopoly and use of power—points which have been 
utterly ignored in evidence but which I believe should be a 
part of the public record on this question. 

The fact is that among all the other characteristics of 
insurance growth which prevent abuse or use of power, none 
is more important—none is of greater significance to the 
American public—than the fact of supervision by the several 
states as opposed to a central or single supervision. There 
are several reasons why this is true. 

The first is that state supervision tends to stimulate prog- 
ress and to encourage innovations and advances in the serv- 
ices performed by insurance companies and the benefits 
provided for the public. Let me enlarge a little on this point. 

Insurance has been subject over the years to a long and 
continuous series of changes, improvements, and advances. 
By degrees these advances have been incorporated into laws 
or recognized in supervisory procedures of the various states. 
The methods by which these advances have been brought 
about are worth careful study. In most instances, such im- 
provements as have been incorporated into legislative proce- 
dure have been improvements previously worked out, tested 
in practical operation and adhered to by one or two or a 
handful of forward-looking companies. Once tested and 
found sound, they have been recognized by the state super- 
visory bodies or legislatures of one or more states and 
through legislative enactment have been made generally 
applicable in those states. And thus the wedge was entered 
whereby general and nation-wide recognition could be given 
to such improvements, provided the changes had been proved 
sound by the first companies and first states to adopt them, 
usually after modification and improvements had been made 
based upon practical experience. 

The inherent strength in this method of development 
should be obvious. A government supervisory or regulatory 
body—state or federal—assumes tremendous responsibility if 
it becomes arbitrary and dictatorial in its action, forcing on 
any large body of business changes and reforms which are 
unproven, untried and untested. Such arbitrary action must 
of necessity involve the threat of serious consequences to 
business and to government both. Yet even a casual review 
of the progressive steps taken in the insurance field indi- 
cates clearly that many of the reforms and advances accom- 
plished by the method I have just outlined would have been 
considered arbitrary and unjust if they had been attempted 
on a nation-wide scale. Certainly such progress must of 
necessity have been subjected to tremendous resistance and 
perhaps some sabotage if attempted on a nation-wide scale 
rather than being tested and tried locally under state super- 
vision. The fact that one or two states or one or two com- 
panies are able, under state supervision to attempt new 
concepts and methods, is in itself a guarantee of progress 
for the insurance business and is in keeping with a long 
established tradition of American government. 

The problems of insurance are by no means completely 
solved. Speaking for life insurance, with which I am most 
familiar, there is room for progress and the men in the 
business themselves are fully conscious of that fact. Today, 
for example, it has become widely recognized that agents’ 
compensation might be improved. The Life Insurance Sales 
Research Bureau has appointed an able and representative 
committee to canvass the question and recommend solutions. 
Many individual companies are investigating the problem 
and my own company has recently made changes in its form 
of compensation which bear fundamentally on the type of 
service rendered by the agent to the public. It is noteworthy, 
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however, that rigid laws in certain states, particularly New 
York State, covering acquisition costs and method of pay- 
ment of agents, are such as to prevent development along 
such lines except on a very narrow basis. If such a law were 
in force under federal supervision, it would be a practical 
impossibility for any company to attempt modification of 
the present plan of compensation. Indeed, if such a federal 
law existed, it is probable the life insurance business would 
demonstrate little desire to improve compensation methods. 
The effect of the law would be to encourage inertia rather 
than to encourage aggressive, forward-looking action. 

A second point I think should be recognized about state 
supervision is this: There is in this right to experiment— 
to vary procedure and practice and to depart from custom 
without undue necessity of creating sectional or national 
dispute—one fundamental protection to the whole principle 
of competition in the public interest. The history of life 
insurance is a striking example of this fact. The historical 
position of the large companies and the smaller companies 
is well known to students of the business and to a large part 
of the public. No one in the insurance business would deny 
that the vigorous competition of the smaller companies has 
been a healthy affair for the large companies as well as for 
the public. The great bulk of these smaller and new com- 
panies which have been established have rendered an excel- 
lent service to the public and their growth and development 
have been a tremendous stimulus to competition in the 
business. 

But these smaller companies probably owe their ability to 
exist and grow and compete to a fundamental innovation 
created by them and first accepted by a few western states— 
the so-called Preliminary Term basis of reserve valuation. 
Preliminary Term was not generally accepted until about 
twenty-five years after it was first used. Yet without this 
innovation which was so long a subject of dispute among 
actuaries—with a division of opinion roughly drawn between 
the established companies and the newer companies—the 
chances are that few, if indeed any, of the newer companies 
could have survived. Today, even those companies which 
traditionally have held with the Net Level Premium basis 
of valuation have long since recognized not only the actuarial 
soundness of Preliminary Term but also the effectiveness of 
Preliminary Term in encouraging competition. 

It is hard to conceive that these developments and this 
fostering of competition would have been similarly encour- 
aged under federal control. I, for one, doubt if we would 
have Preliminary Term even today if we had had federal 
supervision at the turn of the century. It is not historically 
or practically true that federal control aids and abets the 
development of competition. To the contrary, federal regu- 
lation tends to make more rigid the structure of a business 
and more complex and difficult the problem of establishment 
of new competition. 

Such is not the case under state supervision. And that 
brings me to a third point. The newest of companies, strug- 
gling to do a better job for the public and through doing a 
better job to attract the public eye, gains the sympathy and 
protection from the supervision of its home state. Attempts 
from other sections or states to stifle that competition only 
increase the efforts to give opportunity for growth of the 
new company. And competition is abetted rather than stifled 
under such a system. No honest endeavor to create true 
competition and prevent the slipping of the industry into a 
fixed pattern which tends strongly to create a fixed non- 
competitive situation can ignore the fact of this protection 
afforded by home state supervision for companies lying within 
its borders. It is just as true that sympathetic state guidance 





and assistance is able to encourage new and young industries 
in our American life today as it was that a sympathetic 
federal government could protect and encourage young 
American industries of a century ago in their struggle to 
compete against the established industries of Europe. 

And that brings me to a fourth point regarding state 
supervision. There is something more than a mere tendency 
to monopoly involved in centralized control as against 
state control. Testimony before the TNEC has rather 
laboriously, perhaps, brought out the efforts of the Associa- 
tion of Life Insurance Presidents and other groups to influ- 
ence legislation or to stifle adverse legislation in the 48 
states. The testimony speaks eloquently of the difficulty of 
influencing such legislation. Insurance men because they are 
in close touch with the aspirations of the American people 
are not inclined to be over-jittery about Communists, Social- 
ists, Fascists or any other subversive group in our American 
political life. But if such groups are present and if they 
have the purpose of controlling or influencing any major 
part of our economic and social life, it is certain that their 
job is made simpler the minute you establish centralization 
of authority. The insurance business has had long experience 
with the fact that it is essentially impossible to contro! or 
influence widely the legislatures of 48 states all at one time. 
That is also an invaluable defense—it should be noted— 
against the companies as an organized unit or subversive 
political elements or any other group which might attempt 
to dominate the life insurance business, establish a monopoly 
therein, or gain control over the assets which represent the 
savings of the people. 

It is a healthy sign in American life today—and a real 
promise of American development—that there still exists a 
line drawn between states. Today the trend seems to be 
toward removing state barriers and state interest and focus- 
ing all political and social action on the volatile and danger- 
ous lines of class groups. Historically, however, America 
grew through the interaction of states and sections. The 
state feeling—a Wisconsin which encourages liberalism, a 
Vermont encouraging conservatism and thrift, a California 
encouraging social experimentation, a Texas insisting upon 
state rights, a Nebraska refusing to build indebtedness or an 
overwhelming tax structure—these are forces which have 
stimulated progress in America. Such progress is likely to 
be lost if all authority and all political thought and all 
pressures and all movements are centralized into national 
politics. 

On the other hand, the threat of class control or factional 
control cannot be a particularly serious threat when the states 
are allowed to work out their individual destinies. Ham and 
eggs tried in California may be disastrous in California, but 
it does not constitute a threat to the Nation. A non-partisan 
league and a socialistic government competing with private 
enterprise in North Dakota may be a disastrous experiment 
for North Dakota, but it does not mean disaster for the 
country. So it is in the field of insurance. Responding to 
pressure groups or local political elements, mistakes are fre- 
quently made and even misdemeanors occasionally found in 
the conduct of insurance supervision by the states. But these 
mistakes have never harmed the steady, safe growth of the 
institution of life insurance as a whole. Yet the moment 
you centralize control of insurance on a national basis and 
subject it to national pressure groups or national political 
factions, you place in jeopardy the whole institution of insur- 
ance. Those who would ignore this fact must indeed have 
a sublime faith in the infallibility and the super vision of a 
super government, a faith neither human nature nor history 


upholds. 
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Finally, let us assume that federal control is superimposed 
on state control. State control of insurance has been steadily 
built—over 90 years. It has been, regardless of its critics, the 
watchful eye over an industry which, in public worth, pre- 
vention of poverty, protection of property, and stimulation 
of industrial development and growth is America’s most 
successful business. In the fulfillment of its contracts it has 
an almost unbroken record of good faith. The business has 
fulfilled its public responsibility under the guidance of state 
supervision—a supervision that has grown better and better 
as each generation has passed. 

‘The superimposing of federal supervision on this structure 
can only mean the weakening and dissolution of this state sys- 
tem. If the federal government steps into the field of supervi- 
sion, it will be only the natural tendency for state supervision 
to relax its vigilance. There can only be a natural tendency 
for the two types of supervision both to get into conflict 
on some matters and to “pass the buck” on others. To the 
extent that they are in conflict, the results will be injurious 
to the business and to the extent that they “pass the buck,” 
supervision will be weakened on both sides. Supervision to be 
effective must be first of all possessed of a strong sense of 
responsibility and duty. To inject into the supervision of 
insurance companies a situation which would tend toward 
“let the other fellow take care of it’? would be to weaken 
substantially the whole supervisory structure. 

Under the present system of state supervision, states are 
more and more realizing their responsibility and are jealous 
of it. They have grown in the sense of responsibility to the 
insured public and are ever jealous of the interest of the 
local citizen as against the foreign company, with the effect 
that each company is checked and rechecked and held ac- 
countable by the state government of every state in which it 
operates. And I fail to see how it promises well for the 
public or for anyone if these 48 checks shall be weakened 
and made impotent while a central body, removed from the 
policyholder and the buyer, attempts to substitute a super 
or ultra vision over what is now in truth a progressive super- 
vision. 

These are only a few of the major benefits of state super- 
vision. Yet it seems to me they are adequate to establish 
the major point I would like to make here—that the hear- 
ings thus far are best characterized by a dangerous lack of 
evidence bearing on the central questions of this investiga- 
tion. While there may be objections here and there to the 
evidence thus far introduced, those objections fade into insig- 





nificance in my mind when I think of the tremendous volume 
of vital evidence which has been omitted. 

The savings of millions of policyholders and the protection 
of millions of human lives and billions of dollars of property 
are not matters to be treated lightly. When we consider the 
many relatively unessential fields of evidence brought before 
the Committee, certainly no such flimsy excuse as lack of 
time can justify slighting vast fields of evidence pertinent 
to the most vital decisions involved in this entire investiga- 
tion. And if the “limitations of procedure” mentioned the 
other day by Senator O’Mahoney are such as to stand in 
the way of hearing all the evidence, those limitations should 
be removed—or if they cannot be removed, the Congress 
should take note of that fact when it shall consider any con- 
clusions which reach it. Questions involving the savings of 
the American people should not be subjected to limits on 
discussion or understanding before they become matters of 
legislative debate and enactment. These savings today are 
protected by contracts whose strength and security no one 
seriously questions. Millions of policyholders have attested 
their faith in these contracts. And the sudden suggestion 
that a super intelligence or super vision is needed to protect 
the public against this institution in which they have placed 
their faith certainly calls for the fullest of deliberation by 
our legislative bodies. 

I believe the American public and those millions of in- 
dividuals who have placed faith in their insurance contracts 
are entitled to know on what basis such suggestions have 
been made—that the evidence introduced has been wholly 
inadequate to an understanding either of what has made 
insurance safe or what has made insurance grow—that the 
evidence introduced has largely ignored the facts of the 
nature of insurance itself and the facts of state supervision 
which have made insurance the fortress of strength it is 
today—and that decisions or recommendations which arises 
from this investigation will be based on hearings so inade- 
quate and so replete with omissions of essential facts as to 
be dangerous to the public interest. 

And if you and I will in our daily rounds make these 
facts known to the public—not in an effort to undermine the 
investigation, but in an effort to see that the investigation 
is strengthened by full consideration of all facts—I think 
we will accomplish a great deal that is constructive for the 
public, for the investigation itself, and for the continued 
safety of the institution of insurance. 


Are There Subversive Activities 
in Our Schools? 


A REVOLUTIONARY FORCE IS NOW AT WORK 


By MERWIN K. HART, President, New York State Economic Council 
Delivered before the Exchange Club of Binghamton, N. Y., December 13, 1939 


survey it had made among our youth. The survey said 
that 80 per cent of the young men and women of the 
United States no longer believed that ability offers assurance 
of success in America. It was startling testimony of lack of 
faith of the individual in his country’s institutions and in 
himself. 
Since our public education is supposed not only to in- 
struct minds but to inculcate moral qualities such as self- 


Sie two weeks ago the Y. M. C. A. reported on a 





reliance and courage, does not this testimony indicate there 
is something wrong with public education in the United 
States? And if something is wrong, what is it? 

This is the subject of my remarks this afternoon. In the 
space of thirty minutes it is impossible to speak on more 
than one phase of the subject. But that phase deserves 
thought and reflection. 

Let me start with a generalization, leaving you to decide 
for yourselves whether what I tell you, together with what 
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you already know, indicates its truth. One of the dominat- 
ing forces in many of our schools and colleges today is a 
philosophy which holds that America and the American 
system have thus far been a good deal of a failure, that the 
American system, which of course is capitalism, should be 
generally scrapped and that a new system, which in plain 
words is socialism, should be substituted in its place. 

Of course this is a serious charge. But it is a serious situa- 
tion about which I make the charge. 

A revolutionary force is now at work in the schools. It 
is not crude, clumsy or easy to see through. It is subtle and 
cleverly designed. It is streamlined. The doctrine that the 
government of the United States must be made over on a 
socialistic basis is so sugar-coated that it is daily slipping 
down the palates of millions of children in the United States. 
Perhaps some of your children have returned from school 
and told you of weird theories they have learned. 

Let me deal with the material side of this question first. 
Being material, it is not so important as the moral side. But 
to the taxpayers of this state, long heavily taxed to support 
the most expensive schools of any state of any country in 
the world, it deserves attention. 

You know the facts about the cost of education. Governor 
Roosevelt pointed out in 1932 that the per pupil cost, ex- 
cluding debt service and capital outlays, had risen from $68.71 
in 1920 to $138.98 in 1930. The New York State Bureau 
of Governmental Research said last winter that the per 
pupil cost in New York in 1936 stood at $146.90 as 
compared with the average cost of $80.26 for all forty- 
eight states. It showed that, if the per pupil cost in New 
York were reduced to the per pupil cost in Indiana, which 
has an excellent school system, it would save $142,000,000 
a year to the people of New York State. 

Docs this vastly greater cost in New York mean that 
pupils in New York are receiving better education? I seri- 
ously doubt it. It is possible that much of the excessive 
cost comes from following the grandiose ideas of this revo- 
lutionary force—in other words, that in the name of pro- 
gressive education and of the current theories that make up 
part of the philosophy of certain educators we are teaching 
far too many subjects in our schools. 

Listen to a prominent educator who apparently believes 
this to be true. On September 24, 1933, Principal John B. 
Opdycke of Haaren High School, New York City, said in 
the New York Herald Tribune: 


“Today the average cosmopolitan high school offers from 
seventy-five to one hundred subjects or R’s, and offers them 
under the highly complex and elaborate elective system. 
As a result what have we? Well, we have a bewildered 
student body and a confused and harassed teaching force. 
We have graduating groups, as the terms go by, who are 
masters of nothing and not even Jacks of all they have 
attempted to study. We have a let-down in student morale 
and stamina and in teacher health that has meant some- 
thing very closely approaching an educational crisis 
throughout the country. And we have wordy warfare 
among educators themselves about ‘what must be done,’ 
and between educators and lay taxpayers about waste 
and extravagance in educational administration.” 


Back in 1935 the New York State Economic Council had 
an Educational Advisory Committee of five of the most dis- 
tinguished educators in America. These were Dr. F. E. 
Spaulding, of Yale, Dean Henry W. Holmes, of Harvard, 
Dr. William S. Learned, of The Carnegie Foundation, Dr. 
Charles R. Mann, of the American Council of Education, 
and Dr. Albert B. Meredith, of New York University. This 
Committee made a report on the schools of a typical city in 


the United States, Niagara Falls, N. Y. In its summary it 
itemized certain weaknesses found. Some of these weaknesses 
were: 

“To much ‘teaching’; too little learning!” 

“Too much class attendance; too little studying!” 

“Too many things attempted ; too few things perfected !” 

“Schooling undervalues and frequently retards the de- 
velopment of reading ability.” 

“Too much blurring of mental distinctions in the name 
of ‘democracy’; too little recognition and stimulus of 
superior mental abilities.” 

“Too much importance attached to such standardized 
forms of ‘effort’, ‘cooperation’, and ‘socialization’ as tend 
to make the school machine run showily; too little expecta- 
tion and recognition of intelligent behavior on the part 
of the individual pupil.” 


You see this Committee mentions some failure in teach- 
ing pupils to read. This failure has often been noted. The 
New York Times of March 4, 1937, contained a news 
dispatch saying that the parents of a large number of pupils 
in the three public schools at Roslyn, Long Island, had 
petitioned the School Board, in effect, that history, spelling, 
reading, writing and arithmetic were all being soft pedaled 
in favor of new fangled “activities” and “projects.” 

There is widespread belief among educators and parents 
that in the number of subjects covered, public education has 
over-reached itself. Since many of the new subjects require 
additional teachers, and since the salaries of teachers are 
roughly eighty per cent of the cost of education, is it not 
at least possible that the attempt to teach so many subjects, 
with the resultant neglect of the elementals, is: responsible 
for part of the excessive cost of education in New York? 

* a * af 


But my main point today is not the cost of our education, 
nor the inferior quality that at times we seem to get. My 
main point is that a part of the “social science” teaching 
in our schools tends to convince our youth that the Amer- 
ican capitalistic system has failed. 

Some of you have read a book by George Sokolsky en- 
titled ““The American Way of Life.” It is a defense of ad- 
vertising. In the preface Mr. Fulton Oursler, publisher of 
Liberty Magazine, tells of his little girl surprising him one 
day at the luncheon table with the comment, “Why do you 
have advertisements in Liberty? ‘The things they say are not 
true. If we didn’t have advertising, things would be better 
and cheaper.” On inquiry, he found that his daughter had 
got this idea in school! 

Let me tell you a little of the history of the social studies. 
When many of us went to school we learned history, geog- 
raphy and civics. But these terms have been largely banished 
in the schools today. In their place we have the “social 
studies.” 

"Way back about the mid-nineteen-twenties the American 
Historical Association appointed a Commission on the Social 
Studies. This commission, or its successors, functioned for 
eight years. They received grants from the Carnegie Cor- 
poration aggregating about $350,000. Their activities re- 
sulted in some sixteen volumes of reports. Of these, one 
called “Conclusions and Recommendations” is the most im- 
portant. 

“Conclusions and Recommendations” is one of the most re- 
markable books ever published in America. The commission 
was made up of eighteen educators. When the time came to 
prepare this volume, which was a summary of the findings of 
the commission, the task was turned over to a sub-committee 
consisting of Charles A. Beard, George S. Counts of Teach- 
ers College, Columbia University, and a third member who 
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was unable to serve because of illness. Both Messrs. Beard 
and Counts were active members of the commission. But 
Professor Counts was also the commission’s Director of Re- 
search. Both men wrote the volume “Conclusions and Recom- 
mendations”; and it is a fair guess, in view of the contents 
of the volume, that the brain and hand of Professor Counts 
wrote the major portion. 

Now let's take a look at Professor Counts. “Who’s Who in 
America’ tells us he was editor of the Social Frontier, a 
radical magazine from 1934 to 1937. He has travelled 
extensively in Russia. Among his books are “The Soviet 
Challenge to America,” and “Dare the Schools Build a New 
Social Order?” He was also co-translator of the New 
Russian Primer. 

Turn now to the book itself—“Conclusions and Recom- 
mendations.” Its significance lies largely in its philosophy. 
That its authors regarded it as of great importance may be 
inferred from the statement in the preface that “This volume 

is the outcome of a very large number of special 
studies and researches and of a vast deal of deliberation and 
reflection during the past five years.” 

The report shows clearly the belief of the authors that the 
American system has out-lived its usefulness and must be 
discarded and that a highly socialistic scheme must be sub- 
stituted in its place. Indeed, these gentlemen seem to regard 
it their duty to take things in their own hands and force this 
change. ‘They clearly have in mind Dr. Counts’ book, 
“Dare the School Build a New Social Order.” And on 
page 28 of that book Dr. Counts said, “That the teachers 
should deliberately reach for power and then make the most 
of their conquest is my firm conviction.” 

On the opening page the commission says it felt called upon 
to go beyond a narrower view of its objectives and “was 
impelled to consider the condition and prospects of the 
American people as a part of Western civilization now 
merging into a world order.” The report continues: 


“The Commission was also driven to this broader con- 
ception of its task by the obvious fact that American civi- 
lization, in common with Western civilization, is passing 
through one of the great critical ages of history, is modify- 
ing its traditional faith in economic individualism, and is 
embarking upon vast experiments in social planning and 
control which call for large-scale cooperation on the part 
of the people.” 


The folks that are to run this “control” scheme apparently 
demand that the people cooperate! This is the way of dicta- 
tors. Who is it that’s laying down the law to the people! 

The Report says on page 34: 

“The emerging economy will involve the placing of re- 
straints on individual enterprise, propensities and acquisi- 
tive egoism in agriculture, industry and labor, and gen- 
erally on the conception, ownership, management, and use 
of property... .” 


We are left to speculate as to just what these “restraints” 


might be. But we recall that in Russia and in Germany re- 
straints are an important feature. 

As the books proceeds it gathers enthusiasm. On page 16 
it is asserted : 

“Cumulative evidence supports the conclusion that, in 
the United States . . . the age of individualism and laissez 
faire in economy and government is closing and that a 
new age of collectivism is emerging.” 


But the Commission, having examined the work of these 
American guinea pigs, who have been doing their poor best 
in building up the edifice of American Private Enterprise, are 


not without hope that something can be done with them, 
if educators take them in hand, for on page 21 we read: 


“Moreover, achievements already accomplished in gov- 
ernment, economy, and various forms of associational life 
indicate that the American people possess cooperative and 
moral powers of a high order which can be directed into 
channels of utility and beauty, if acquisitive individualism, 
with all its cruder manifestations in gambling, speculation, 
exploitation, and racketeering, is subdued to the require- 
ments and potentialities of the emerging society.” 


“Acquisitive individualism” has, of course, long been one 
of the war-cries of those who would destroy the American 
System. Yet Mr. George Sokolsky the other day called at- 
tention to figures showing that the net aggregate profits of 
all American business corporations for the twenty year period 
ending in 1937 were slightly less than two per cent of the 
gross income. 

There are few pages of the book that do not contain such 
phrases as “the emerging society,” “a closely integrated 
society,” “the new leisure,” “the new order,” “the emerging 
integrated order.” ‘“Tensions” are referred to no less than 
fifteen times. 

We have in this book, then, a statement of philosophy by 
fourteen educators; a book which I have no doubt was to a 
large extent imposed on the commission by the radical theories 
and the disbelief in the traditions of America of a few of the 
commission; these few correctly reflecting the admiration of 
Dr. Counts for Soviet Russia. 

And remember that this commission was made up wholly 
of professional pedagogues. If a group, consisting of say, 
Henry Ford, Edward R. Stettinius, Gerard Swope, Alfred 
P. Sloan and George F. Johnson, were to state, even in a 
modest way, respects in which they thought public education 
could be improved, what a cry of derision would come from 
educators! Yet, here are twelve educators, no one of whom 
probably has had much, if any, experience in the responsible 
conduct of private enterprise, who have calmly and delib- 
erately set about to revamp if not to overthrow the existing 
system of private enterprise! 

You will not be surprised when I tell you that four mem- 
bers of the commission, Messrs. Ballou, Day, Horn and 
Merriam declined to sign the report. 

* + 7 cn 


On the staff of Professor Counts’ Commission on social 
studies was a gentleman, whom I wish now to introduce— 
Professor Harold Rugg. Professor Rugg apparently caught 
the revolutionary spirit of “Conclusions and Recommenda- 
tions.” Fired with enthusiasm he set himself to writing a 
series of books. Within only three or four years this indus- 
trious man had turned out six volumes of five hundred to 
seven hundred pages each. And to go with each book he 
wrote a ‘Teachers’ Guide and Key,” and a “Pupils’ Work- 
book of Directed Study.” 

We are reliably informed that these books are now the 
standard in more than four thousand school systems—an 
important part of all the schools in the United States. 

The whole work is known as the “Rugg Social Science 
Series.” The six large volumes are intended to be read by 
the pupil. And let me assure you they are readable, for 
Professor Rugg is a master of the art of ingratiating himself 
with the reader. They are intended to raise questions in the 
minds of the pupils—a laudable purpose. The other two 
books are intended to help give the proper answers to the 
questions raised. 

Now, most American employers and employees recognize 
fully the great accomplishment of American industry. Passing 
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over the excellence of the products and services furnished, let 
us emphasize for the moment how much larger a share of 
them is enjoyed by the average American than by the average 
resident of any other country in the world. This was pointed 
out clearly by Mr. Gerard Swope in the Atlantic Monthly 
of March, 1938. Mr. Swope had recently made a trip to 
Europe and had studied the comparative standards of living 
in the United States and eight Evropean countries. He be- 
lieved the best yardstick to use, in making comparisons, was 
that amount of time the average worker had to work in each 
country in order to pay for a given unit of some useful or 
necessary article. Applying this yardstick, he found that the 
average American worker worked three and one-half minutes 
in order to pay for a kilowatt-hour of electricity, while in 
the European country having the highest standard of living 
the average worker had to work twelve minutes to earn a 
kilowatt-hour; in the next highest eighteen; and in the 
country with the lowest standard of living, forty-three min- 
utes. Mr. Swope made other comparisons with respect to 
food, an automobile, an electric refrigerator, a radio set, and 
an incandescent lamp; and the American worker had, gen- 
erally speaking, a more or less similar proportionate ad- 
vantage over the European. Only in the item of rent did 
the American worker not hold this great advantage. 

I have examined carefully only one of the six books of the 
Rugg Social Science Series, that entitled “An Introduction to 
Problems of American Culture.” It is not unfair to the 
author to say that throughout the book he dwells on the 
seamy side of American life, passing over the accomplish- 
ments, of which the figures I have just given eloquently 
speak. The general effect of the book is a selling argument 
against what we have known as the American system. Its 
effect is to create unrest and dissatisfaction and to stimulate 
the overthrow of the “old order” and the advancement of the 
so-called “new order.” 

Let me refer to a few points in this volume. On page 48 
a contrast is drawn between a few comfortable homes of the 
managers of a company in a certain mill town, and the less 
comfortable quarters “on the other side of the tracks” 
occupied by some of the employees. Since many of these 
employees were unskilled Mexicans it may be assumed that 
their present quarters, however inadequate, are more com- 
fortable than any they ever inhabited before. The book in 
many places thus contrasts the good and the bad while 
failing to point out that on the whole the standard of living 
for all classes in the United States has tended steadily up- 
ward. Thus it ignores the true facts. 

On pages 84 and 85 the subject of cooperatives in Den- 
mark is taken up and painted in glowing terms. Cooperation 
in this case is defined as “industries . . . owned and operated 
by the community rather than by individuals.” The in- 
ference is that such ownership is superior to the capitalistic 
system. 

The author takes up one by one manufacturing, the rail- 
roads, agriculture and coal-mining, and loudly bemoans that 
these activities are all unplanned. He speaks frankly and 
with admiration of the planning of Soviet Russia. He leaves 
the clear inference that in many fields the control of Amer- 
ican enterprise ought to be taken from private hands and 
turned over to the government. 

Nowhere is it even hinted to the pupil that while there 
are occasional wastes that government planning could at 
least theoretically cut down, yet under the unplanned Amer- 
ican system, where the energies and abilities of a multitude 
of leaders and workers have been free each to do his own 
planning, we have evolved the greatest production and the 
widest distribution of useful goods the world has even 





seen. What the writer clearly desires is an end of free 
private enterprise and the substitution of socialistic regimen- 
tation and control—that is, control by Washington bureau- 
crats. 

. . » * 

With each of the six textbooks there is, as I have said, a 
“Teacher’s Guide,” and a “Pupil’s Workbook of Directed 
Study.” The “Teacher’s Guide” tells the teacher how to 
interpret the textbook. Thus on page 95 of the ““Teacher’s 
Guide” which accompanies the textbook of which we have 
spoken, there is an instruction: 


“Point out that the industrial engineers estimate from 
careful investigations that all that is needed to main- 
tain a high standard of living could now be produced 
in a twelve-hour working week.” 


We may remember that France was induced by the Com- 
munistic regime of Premier Blum to put all its industries 
on a forty-hour week. As a result French industry was 
demoralized and, incidentally, her powers of self-defense, 
when the Munich crisis occurred in September, 1938, had 
become impaired if not paralyzed. Since then France has 
returned to a longer work week. 

“The Pupil’s Workbook of Directed Study” is largely to 
tell the pupil, by implication if not directly, what the cor- 
rect answers are to questions raised in the textbook. Thus 
on page 63 the pupil is asked to check the best choice for 
each statement in the following: 


“The European country that has been working on an 
efficient, long-term plan to develop industry, education 
and the arts is (a) England, (b) Russia, (c) France, 
(d) Italy, (e) Germany.” 


There is no question after reading the textbook that the 
country intended is Russia. 

This textbook, with its accompanying “Teacher’s Guide” 
and “Pupil’s Workbook” are as good socialistic propaganda 
as if they had been written in Russia. With these books in 
many of our high schools throughout the land, uncounted 
thousands of our ninth grade pupils are being inculcated ever 
so slyly with the idea that the American system of private 
enterprise is all wrong and that we could all be happy and 
prosperous by changing to a new system of “planning”—a 
system in which nobody would have to work more than 
twelve hours a week. 

As we survey these three books there is hardly a phase of 
our American way of life, our trade, our industry, our press, 
magazines, advertising, culture, that is not wrong according 
to Professor Rugg. The clear aim is to arouse dissatisfac- 
tion with the entire American way of life. 

I have said that Professor Rugg stresses the twelve-hour 
week and by implication urges it be adopted. I quote the 
following from page 96 in the “Teacher’s Guide”: 


“Thus we shall see in close relationship the enormous 
wealth of the United States and the high development 
of science applied to industry. These two, together with 
the concentration of wealth in the hands of a few peo- 
ple (for example, the leaders of great corporations), 
make is possible to produce all the food, shelter, and 
clothing, all the necessities, comforts, and luxuries needed 
for the people in a very small amount of working time. 
But to do so and at the same time to guarantee a decent 
share of these goods for all the people will require plan- 
ning of the most skillful kind.” 


Thus in this single paragraph we see the attempt to stir 
up ill-will against the supposed concentration of wealth in 
the hands of a few people; the effort to fool the people 
into thinking that everything they need can be produced in 
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a few hours’ work a week; and, lastly, the information that 
to do this will require “planning.” 

This is the key of these three books—planning. Professor 
Rugg clearly wants the planning of the Russian type. 

On page 118 Professor Rugg names four struggles “of 
peoples in the modern world for liberty.” The first of these 
is “the struggle in England from Magna Charta to the rise 
of the labor party in the twentieth century.” The second 
is the “delayed development of democratic government in 
France after the stirring revolutions of the late eighteenth 
century and early nineteenth century.” The third is “the 
still slower rise of democracy in Germany and Central 
Europe.” The last is “the swift overthrow of autocratic gov- 
ernment since 1918 by the Communist Revolution in Russia. 
From these four examples the history of Western peoples’ 
struggle for political and civil liberty is developed.” Profes- 
sor Rugg does not even mention the American Revolution! 
7 * * * 


Have I not given you enough? Is it not clear that Profes- 
sor Rugg’s three books are one of the shrewdest and probably 
one of the most effective of the Communist Front efforts now 
being made in the United States—all the more dangerous 
because carried out under the high respectability of our great 
American school system? 

Let me tel! you something that may interest you. Not 
long ago Mr. B. C. Forbes, of Forbes Magazine, who is a 
member of a school board in New Jersey, discovered that one 
at least of these Rugg social science series of books was 
being used in the schools for which his board was responsible. 
He learned next that under New Jersey law (which, in- 
cidentally, is similar to New York law) the school boards 
alone are charged with the responsibility for the selection of 
school books. He publicly denounced this book. 

How many other school boards in the United States are 
unfamiliar with the textbooks used? Do the members of 
the school board of this city know what is being taught? 
For I say to you without hesitation that if these books are 
in your schools then you taxpayers are paying money to have 
your children learn that much or all of the private enter- 
prise of Binghamton and vicinity should be scrapped and the 
whole edifice turned over to government autocrats. 

* * * * 





There is no American institution against which these 
books inveigh more strongly than advertising. It is perfectly 
evident Professor Rugg is convinced that advertising as we 
know it should be suppressed. On page 50 of the “Pupil’s 
Workbook” he gives as a suggested subject for debate in the 
school: “Resolved, that the findings of impartial govern- 
mental and private research groups should replace the claims 
of modern advertisers.” 

Without doubt many of you read the report of the Dies 
Committee on some of these “impartial . . . private research 
groups” in the New York Herald Tribune of December 
llth. These private groups are certain so-called consumer 
organizations; and it happens that this Dies Committee report 
showed clearly that these groups are Communistic. Let me 
quote one paragraph from the report: 


“Communists understand that advertising performs 
an indispensable function in the mass production econ- 
omy, and that advertising as an economic process, wholly 
apart from questions that have to do with good or bad 
advertising copy, is as essential a part of the distributive 
mechanism as are railroads and retail outlets. 

“Therefore, Communists believe that to sabotage and 
destroy advertising and through its destruction to under- 
mine and help destroy the capitalist system of free enter- 
prise, is a revolutionary tactic worthy of a great deal 
of attention.” 


It is clear to me that an important part of the social 
science teaching in our schools has been inspired by alien 
influences. Already some school board officials in the coun- 
try have admitted they have been duped. Is it not possible 
that others have likewise been deceived? Is it not possible 
that the state school authorities at Albany do not realize 
what is going on? Does the Legislature itself know? 

To sum up, then, Professor Counts wrote a book—‘Dare 
the School Build a New Social Order?” In this book he 
urged the teachers to “deliberately reach for power and then 
make the most of their conquest.” 

It would seem that just this is being attempted under the 
inspiration of Soviet Russia. So long as such attempt con- 
tinues, we can hardly expect the wholesome recovery of 
private enterprise. 

What are you citizens going to do about it? 


Finnish-Russian Peace 


WE MUST FORGET THE PAST AND LOOK TO THE FUTURE 
By VAINO TANNER, Foreign Minister of Finland 
Delivered over radio March 13, 1940 [Excerpts] 


her own. Territorial demands were presented to her 

and she was prepared to satisfy these demands to a 
reasonable extent. 
broke down. 


\INLAND was drawn into war through no fault of 


This notwithstanding, the negotiations 

Finland trusted, however, in agreements concluded with 
her neighbor and in the desire for peace repeatedly proclaimed 
by this neighbor and did not believe war would break out. 
Nevertheless war did break out and the country was com- 
pelled to defend itself. 

Right from the beginning it was evident the struggle would 
be an unequal one. * * * 

The battle has been stern. Defending ourselves against a 
superior enemy, our army has been compelled to exert itself 
to the utmost. * * * 


They have behaved—I will not say as heroes, for that 
would be too everyday a word—but as men. 


Stoop Up to TERRORISM 


The home front, too, has stood well all the terrorism 
which the total war waged on us has brought with it. Despite 
almost daily aerial bombardments, the spirit of the home front 
has remained magnificently confident and a model of efficiency 
has been maintained in its work. 

All our efforts, meanwhile, have been hampered by one 
great deficiency. We are a small nation and can set against 
the enemy only a fraction of the forces which have been set 
rolling against us. Because of this the same men have had to 
remain under fire the whole time. And even the pluckiest 
troops gradually become weary. 
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Gaps, too, are always caused in the ranks in war. Thus 
we were in sore need of reinforcements. But these have not 
been forthcoming. A number of volunteers have hastened 
to our aid but their number, compared to the assistance 
needed, has been very small. * * * 

We have continued to send out appeals for help to over- 
come this deficiency. Our neighbors, the Scandinavian States, 
for whom it would have been easiest for geographical reasons 
to send troops to our aid, have not regarded themselves as 
being in a position to do so. 


“DEFECT” IN ALLIED OFFER 


The Western Allies, after hesitating for some time in the 
beginning, have announced their willingness to send to this 
country a fully equipped expeditionary force if this country 
so requests. 

This promise has been frequently repeated during the past 
weeks. On the latest occasion, a couple of days ago, the Prime 
Ministers of both countries, Mr. Chamberlain and M. 
Daladier, have given public assurances that their respective 
nations are ready, immediately on request to that effect by 
Finland, to stand by our side in the struggle with the ag- 
gressor. 

Our military command has carefully studied this scheme 
for our assistance. Its details have been exhaustively dis- 
cussed. It has been found to be effective in every respect. 
Yet it contains one weak point. How are these reinforcements 
to reach this country? The geographical situation of Finland 
places difficulties in the way. So long as the Baltic Sea is 
closed, that sea route is out of the question. The route to 
Petsamo is long and difficult, and it is, further, held by the 
enemy. 

The only possible route lies across the Scandinavian coun- 
tries, through Norway and Sweden. The governments of 
these two countries have been approached by the Finnish 
Government on several occasions with a request for permis- 
sion for Allied auxiliary forces to pass through their territory. 
A similar request has been made by the governments of the 
Allies. This permission, however, has been categorically re- 
fused on behalf of both countries concerned. 


Lert To SETTLE ALONE 


Thus our country has been left to settle its relations with 
our powerful opponent alone. We have shown the path 
which small nations must take in the face of demands by 
dictator States. It has not been our fault that the democratic 
States have either been unwilling or unable to help us in 
this unequal struggle. 

All that can be said against us is that as a nation we are 
too small. In spite of the great success of our defense, we 
cannot alone carry this struggle to a victorious end. 

As no help is forthcoming, the outcome of the struggle is 
plain. If war continues, this country is in danger of being 
conquered and its population of being placed in a hopeless 
position. 

When this eventuality became plain we began to explore 
the possibilities of peace. * * * Contacts [with Russia] 
finally led to the departure of delegates of the Finnish Gov- 
ernment for Moscow on March 6 to open direct negotiations 
with the Soviet Government. 

Meanwhile, however, hostilities have proceeded as in- 
tensely as ever. It is probably a unique phenomenon that 
delegates of a State proceeded in the midst of a fiercely raging 
war to an enemy capital to negotiate without a previous 
armistice. The Soviet Government, however, was not de- 
sirous of agreeing to an armistice before peace had been 
concluded. 

During the negotiations * * * in Moscow delegates of 


the Soviet Union presented their terms for peace. These 
terms are unexpectedly severe compared with what the 
enemy has so far succeeded in achieving by war. They also 
greatly exceed the demands presented by the Soviet Govern- 
ment last Autumn in the name of the increased security of 
Leningrad. 


MiLper Terms SouGHT IN VAIN 


Our delegates have attempted * * * to secure alleviation of 
these terms, but in vain. In spite of the severity of the terms 
the government has regarded assent to them as being in the 
national interest. As we have no hope of securing better 
terms by continuing the war, it has been preferred to agree 
to the present terms rather than continue a hopeless war. 

Finland having consented, the treaty of peace was signed 
last night and at the same time it was agreed that hostilities 
should cease today. * * * 

Our eastern frontier will run approximately where it was 
fixed at the peace of Uusikaupunki in 1721. Cape Hangoe 
will be ceded. Similarly our territory on the Rybachi penin- 
sula in Petsamo. 

On the other hand, no political demands have been pre- 
sented to us. The Soviet Union does not intend to interfere 
in either our domestic or our foreign policy. That would, 
indeed, have been a demand which we could not have ac- 
cepted. 


KuvusInen “Turust ASIDE” 


Further, the right of this country to self-determination re- 
mains inviolable. The Kuusinen “government,” to which the 
future fate of this country was to have been entrusted, ac- 
cording to the scheme drawn up at the beginning of the war, 
has been thrust aside. 

As will appear from these preliminary reports * * * peace 
imposes a heavy burden on this country. Only with great 
hesitation has the government consented to it. The decision 
was all the more difficult to reach in that no one could 
foresee what the near future would bring. 

In this case it will become evident only at a later stage, 
as is the case of all great political decisions, whether the de- 
cision was right or wrong. 

The government, meanwhile, has had to shoulder the re- 
sponsibility. In the government’s opinion, the wisest course 
was to conclude peace while our resistance was still unbroken. 

Peace has thus returned to this country. But what a peace! 

Henceforth the nation will continue its existence in a state 
of mutilation. Its old frontiers have been altered. Areas of 
vital importance have had to be surrendered, including im- 
portant industrial and agricultural areas. 

The population of ceded areas will have to seek new 
dwelling places. 

Our future possibilities for defense are weakened. Never- 
theless, in the government’s opinion, peace was better than 
to go on with an uncertain war. 

With the restoration of peace we shall return to a more 
normal existence in the measure in which the continuing war 
between the great powers allows. 


Heavy Tasks AHEAD 


In this connection, new and great tasks in abundance will 
be imposed on us. We must begin to remedy the wounds 
struck by war. New work of construction must be begun. 
In all this, I am convinced we shall succeed. * * * 

Our country has been devastated before this during the 
course of its history. Its population has once been reduced 
by nearly half. Even from such depths we have ascended 
again. 

Finland will become a vigorous nation and her people 
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prosper as before. We have land in abundance. Our oppor- 
tunities for fruitful work are boundless. And our army is still 
whole. It can keep watch that our peace will not be dis- 
turbed in the future. 

One thing, however, is essential. The unanimity which 
war brought us we shall, it is to be hoped, preserve. It was 
created by outside pressure. So long as European affairs are 





in their present state of confusion the danger of new compli- 
cations is constantly present. 

Because of this we must continue to hold together, united 
and therefore strong. * * * 

We must forget the past and look to the future. If we 
succeed in this, we will be a promise of regeneration for 
Finland, after the blow we have endured. 


Thomas Alva Edison 


HE BROUGHT THE DAWN OF A NEW CIVILIZATION 


By JOHN E. RANKIN, Congressman from Mississippi 
Delivered in the House of Representatives, Monday, February 12, 1940 


R. SPEAKER, I rise to pay my humble tribute to 
M the memory of one of America’s most illustrious 

sons. Yesterday was the ninety-third anniversary 
of the birth of Thomas Alva Edison, our country’s greatest 
contribution to the world’s list of scientific men. 

He was the foremost inventive genius of the age and one of 
the leading benefactors of mankind. He was the greatest 
liberator the world has ever known. By the force of his 
matchless genius, aided by his tireless energy, he struck the 
shackles of drudgery from untold millions of human beings 
and lifted the world into the light of a new civilization, the 
like of which humanity had scarcely dreamed. 

He stands in history among the leaders of the men of genius 
of all time—Homer, Galileo, Michelangelo, Rembrandt, 
Mozart, Cervantes, Shakespeare, Columbus, Jefferson, New- 
ton, and Marconi. Towering amid that great galaxy rises the 
imamortal figure of Edison, in glorified silhouette against the 
horizon of the ages, sending a glow of radiance down the 
centuries to come, to stir the hopes and fire the imaginations 
of toilers of the future who struggle for the betterment of 
mankind. 

It is unnecessary to attempt to magnify his virtues, to 
minimize his vices, or to clothe him with qualities he did not 
have. All that is necessary to commend him to the minds and 
hearts of peoples of all climes is the simple story of this 
earnest, patient man, toiling through the silent hours of the 
night to make the world a better place in which to live. 

He was the greatest public servant of his day; yet he held 
no political office, he founded no political party, he advanced 
no new political creeds. Therefore no array of illustrious 
speakers volunteer to sing his praise or use his name as a 
sounding board to further selfish ends. 

He was one of the mightiest conquerors this world has ever 
seen; yet he waged no wars of human destruction, he fought 
no bloody battles, he stirred no fires of human hate nor pan- 
dered to the baser passions of the race. But he conquered 
the elements, as it were, and gave to humanity the greatest 
ascendancy over the forces of nature the world has ever 
known. He brought the dawn of a new civilization—the 
electric age. 

He never intentionally hurt a human being. Therefore no 
memorial has been erected to him in his country’s Capital, 
no monument dedicated to his name, no blazing epitaph upon 
these historic walls proclaim his services to the world. 

I sometimes wonder if we really appreciate the services of 
men of genius. They scale the heights and blaze the way to 
those sublime achievements that mark the milestones in the 
progress of the race, while men of talent dig in, solidify, and 
hold the gains and enjoy the progress that genius makes. 


Have you ever thought what would happen if we should 
lose all that men and women of genius have accomplished 
for the world? What this land would be like? It would 
be a different world—cold, pulseless, monotonous, and silent. 
Our transportation system would come to a standstill, the 
telephone and telegraph wires would become useless obstruc- 
tions, the lights would go out, the radio would be silenced, 
and all the machinery of industry, as well as that of commerce 
would cease to move. As has been well and wisely said, if 
you take from the world all that genius has given, “all the 
niches would be empty, all the walls would become naked, 
meaning and connection would fall from words of poetry and 
fiction, music would go back to common air, and all the forms 
of subtle and enchanting art would lose proportion, to become 
the unmeaning waste and shattered spoil of thoughtless 
chance.” 

It would be useless to attempt to enumerate all the things 
that Edison did for mankind. His greatest contribution was 
the invention of the electric light,—the incandescent lamp. 
With that one act he did more to change the course of our 
civilization than has any other man who ever “lived in the 
tide of time.” He not only lighted our halls, our homes, our 
streets, and our highways, but he gave us the spark that fires 
the gas that makes the motor machine possible. 

He ushered in the electric age, and the motor age as well. 
He made possible the automobile, the X-ray, the airplane, the 
submarine, the moving picture, and the radio. He gave us 
a new system of overland transportation, taught us to navi- 
gate the air, and enabled us to roam with safety on the 
bottom of the seas. He eliminated time and space and aided 
us to see through objects that were formerly supposed to 
exclude all light. 

He made possible mass production through new industrial 
machinery, and gave us that great multiplicity of electrical 
appliances that add to the comforts and conveniences of 
every home and every business establishment. He made 
necessities luxuries, and luxuries necessities, and enabled us 
to electrify the farm homes of America and to lift from the 
shoulders of burdened humanity the great weight of drudgery 
under which farm men and women have struggled since the 
beginning of time. 

He tapped a source of wealth richer than the diamond 
mines of Golconda, more valuable than all the oil fields and 
all the gold and diamond mines of the modern and ancient 
world—a wealth that is inexhaustible, and one that will last 
as long as rains fall and rivers flow to the sea. 

There is enough hydroelectric power in our navigable 
streams alone, that throughout uncounted centuries has been 
running waste and wanton to the sea, to electrify every home 
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in America, including every farm home, and then have 
enough left to supply every commercial establishment, if 
not every industry throughout the land. 

His monument is in every home that turns an electric 
switch; his epitaph is written on every heart that beats in 
gratitude for the services he gave. He needs no pompous 
memorial to commemorate his life. He needs no monument 
save the eternal and indestructible substance of his own 
greatness to commend him to the consideration of all coming 
ages. His name will live and his fame will reach to the 
remotest times in which civilized man shall dwell upon the 
earth. 

Someone has said that— 


They are the truly great who, as the centuries slowly 






pass, are found by each succeeding race near to the heart 
of human love. 


Centuries may come and go, empires may flourish and pass 
away, republics may rise and fall, but the work of Edison will 
endure. 

When the monuments to lesser men shall have perished 
with the lapse of time, when this Republic shall have run its 
course and taken its place among the dead nations of the 
past, when in the distant lapse of ages yet to come, errant 
wanderers from different lands shall stand before the crum- 
bling columns of this Capitol and look down across the ruins 
of the District of Columbia, the name of Thomas A. Edison 
will remain, unscarred by the wreck of ages and undimmed 
by the floods of time. 


Census Snooping 


IT’S HIGH TIME TO CLAIM OUR BIRTHRIGHT 


By CHARLES W. TOBEY, U. 8. Senator from New Hampshire 
Delivered over the Columbia Broadcasting System, March 9, 1940 


N the 19th of February, I told you over the radio 
() that during April, an army of 130,000 locally and 

politically appointed census takers will invade every 
home in the country and demand that you answer, under 
penalty of imprisonment, many personal questions about your 
private life—questions which invade your inherent rights of 
privacy guaranteed you under the Constitution. 

I informed you that the census enumerator who is em- 
powered to demand this information will be your neighbor, 
and may be your creditor or your enemy. 

They say that your private affairs will be kept in confi- 
dence, but you know human nature. One tells one, and two 
know it. They tell others, and it can readily become common 
gossip in your neighborhood. 

The protests on this census snooping spring mainly from 
the use of the loose, unprotected method requiring you to 
give personal information to your neighbor. If such informa- 
tion is proper for the government to have, it should be ob- 
tained, if at all, only after legislative approval and under 
the impersonal, confidential method by which income tax 
reports are filed; by mail, and not by word of mouth to your 
neighbor. 

I advised you of the Tobey Resolution to strike out the 
income questions in the census questionnaire, and urged you 
to write to your Senators in support of the resolution. I also 
mentioned that I am voicing objection to other so-called 
census questions, which you will be asked, such as whether 
you have been divorced, whether you have been married more 
than once, your age at your first marriage, how well you 
have been educated, whether you have a mortgage on your 
home and are meeting your payments on time, whether you 
have a flush toilet which you use alone or whether you 
share it with others, whether you have an outdoor privy, etc. 

Unjust discrimination exists in these questions. For ex- 
ample, citizens who have earned $5,000 or under must 
give the exact amount, while citizens in the higher income 
brackets are exempted from doing this. 

Further, and of particular interest to the woman of this 
country, only the women have to say whether they have been 
married more than once, the men do not. Only the women 
have to give their age at their first marriage, the men do not. 

The law provides a fine of $100 or imprisonment for 60 
days for refusal to answer any of these questions, no matter 


how great a hardship you feel may result to you if you are 
forced to unbosom your most personal affairs to your neigh- 
bor-enumerator. 

There is a growing suspicion that the government has ul- 
terior motives in inquiring into the salary income of the 
low income groups for the first time, because the national debt 
has almost reached the forty-five billion dollar limit, and 
the government must find new sources to tap for tax pur- 
poses, and is anxious to learn the wealth of all classes to be 
taxed if we get into war. 

In addition, all male citizens, 14 years and over, are re- 
quired to tell the census taker what type of work they are 
physically able to do. Note that the question doesn’t ask what 
they are mentally equipped to do, but physically. If this 
information were sought for purposes of reemployment, it 
would include both mental and physical capacity, and women 
as well as men. 

We know that the War Department has a mobilization 
plan drawn up and ready to be put into effect on immediate 
notice, and the opinion is growing that this information about 
your physical capacity is sought for war purposes. 

This week, the American Legion Department of California 
presented the F.B.I. with affidavits naming six persons in that 
state, directly connected with the taking of the 1940 census, 
as being active members of the Communist Party. The 
bureaucrats say to the free American people, “Answer these 
questions or go to jail!’ Shame on those responsible for 
such un-American tactics. They may play the game that 
way in Germany or Russia, but never in free America. 

Now, when the people learned over the radio of what 
was being forced on them, things began to happen. The 
people wrote their senators. A hearing was granted. Sam- 
ples from the thousands of letters you have sent me were 
read to the subcommittee and, I feel, were of great value 
in securing the favorable vote of 3 to 2 on my resolution. 
These letters came from Democrats and Republicans and 
from people in all walks of life. 

Last Tuesday, the full committee on Commerce met to 
vote on the resolution, but at the request of Secretary 
Hopkins’ First Assistant, they postponed a vote until this 
coming Tuesday, March 12. Leaders say that the vote 
will be close. 

Secretary Hopkins attempts to give assurance that the 
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information which you give to your neighbor-enumerator 
will be kept confidential. This sort of “soothing sirup” can- 
not prove efficient, and here is the reason why. 

The people vividly remember the recent nationwide WPA 
scandals, where, despite heavy penalties for violation, WPA 
bosses turned over to ward and precinct party bosses, per- 
sonal information against men and women on relief, and 
the political bosses had these people fired, because they re- 
fused to vote against their convictions and in favor of cer- 
tain candidates. 

Nor have the people forgotten that a solemn promise was 
given that income tax returns of individuals would be kept 
in confidence, but, instead, many of the individuals’ reports 
were hauled out for inspection by outsiders. 

Nor have the people forgotten how Mr. Black, as Chair- 
man of a Senate Committee, illegally seized private papers 
and telegrams containing confidential information about indi- 
vidual citizens. His action was later condemned by the 
Court as a violation of the Constitution, but the mischief had 
already been done. 

Nor have the people forgotten that a Grand Jury in 
Maryland, which investigated protests of fraud on the part 
of census enumerators, said, “So long as such appointments 
are treated as parts of the spoils of politics, the recurrence 
of such frauds and scandals as have been revealed in our 
investigations may be expected to continue.” 

Many of you have written to me and said, “Senator 
Tobey, must I answer these personal questions?” 

My answer is this: In the first place, I am fighting to 
have many of the personal questions stricken from the ques- 
tionnaire. With your help this may be accomplished. In 
the second place: High legal authority holds that a number 
of these questions are in violation of the Constitution. 

The Supreme Court of the United States has expressed the 
issue of invasion of privacy in words that cannot be too 
often repeated, and I quote, “The principles that embody 
the essence of Constitutional liberty and security, forbid all 
invasions on the part of the government and its employees 
of the sanctity of a man’s home and the privacy of his life. 
Of all the rights of a citizen, few are of greater importance 
or more essential to his peace and happiness than the right 
of personal security, and that involves not merely protection 
for his person from assault, but exemption of his private 
affairs, persons and papers from the inspection and scrutiny 
of others. Without the enforcement of this right, all others 
would lose half their value.” 

If you stand upon your constitutional rights and refuse 
to answer the questions which violate your right of privacy, 
as guaranteed under the Constitution, you will have plenty 
of company. Thousands have already expressed their deter- 
mination to resist these questions. Congressman Reed of 
New York, and Senator Clark of Missouri have both pub- 
licly expressed their intention to refuse to answer such 
questions and I shall do the same. And I predict, that if 
they insist upon this snooping campaign, there won't be 
jails enough to hold the American people who will have the 
courage to cry, “Hold! Enough!” 

If ever there was a case of claiming protection under the 
guarantees of the Constitution, this census anti-snooping fight 


is such a case. In fact, this threat to your right of privacy 
and liberty should make the Constitution mean something 
to you. Read it again with this snooping inquisition in mind, 
and cling to it as the citadel of your liberties. Read Article 
IV of the Bill of Rights which says, “The right of the people 
to be secure in their persons, houses, papers and effects 
against unreasonable searches and seizures, shall not be 
violated.” 

Men and women, fellow-citizens, free Americans all, 
the real fight is in your hands! Many people are writing 
me that they are forming local anti-snooping clubs. You 
can help by starting one in your own community. 

Victory is half won, but this fight can easily be lost unless 
you and your friends take action now by writing to your 
senators, regardless of party. 

These spontaneous expressions of disapproval coming from 
the people, are a healthy sign in America. This is democracy 
in action. The sincere appeals of the people cannot be 
shunted aside by any false and glib charge of “politics.” 
Men in high official positions must recognize that they are 
not the government but that, in the last analysis, the Amer- 
ican people are the government. 

The charge recently made that the people are playing 
politics, when they exercise their constitutional right to 
petition the Congress for a redress of their grievances, is un- 
American. It was not in good taste and not in keeping with 
the right of the people to petition the Congress. 

Men in high position in government in Washington may 
ridicule the feelings of the people, but, fellow-Americans, 
with your help we will show them that they cannot “laugh 
this off.” 

I may be old-fashioned, but I am one of these who honestly 
believes that the rights of the people are fundamental. As 
Lincoln said, “I have faith in the people; let them know the 
truth and the country is safe.” That is why I came to you 
over the radio three weeks ago and that is why I come to 
you again tonight and I shall have an important radie 
address for you again during the week of March 18. The 
exact date will be amnounced later. If you wish a copy of 
my talk tonight and will write me, I will be glad to send 
it to you. 

The Commerce Committee acts on the Tobey Census 
Resolution this coming Tuesday. Now is the time for action 
before it is too late. A letter from you to your Senators 
will help more than you can realize. 

I close my talk tonight by quoting a line from the first 
stanza of our national hymn: “America”. 


“From every mountain side 
“Let freedom ring.” 


It is high time to claim our birthright. Sing that prayer 
in your hearts! Sing it out all over the land, and make it 
come true by living out the Spirit of ’76 and putting an end 
to this sort of snooping into your personal affairs, the in- 
herent privacy of which is guaranteed to you under Article 
IV of the Bill of Rights of our Constitution. 

So may we each have a part in answering the prayer of 
Lincoln at Gettysburg, “That this nation, under God, shall 
have a new birth of freedom.” 





“I wish to congratulate the editors of VITAL SPEECHES for their splendid speech 
material which they are making available for teachers and students of public speaking.” 


Central States Teachers College, Michigan. 


WILBUR E. MOORE, 
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Business and the Budget 


FOR A FRESH VENTURE IN COOPERATION 


By J. HERBERT CASE, Formerly Chairman of the Federal Reserve Bank of New York 


Broadcast—Station W¥MCA—Under the Auspices of The Business and Civic Organizations of 
Greater New York, February 2, 1940 


HAT helps business helps you. 
I am speaking tonight on a subject that is of first 


importance and vital interest to every citizen of our 
country. My subject is Business and the Budget. Many of 
us think of a national budget as something made up of items 
and figures with dollar marks in front of them—a compila- 
tion that sets forth the information or estimate of what we 
are going to spend within a given time and the things for 
which that spending is going to pay. That puts it in very 
simple terms, but as a matter of fact it is not so simple as 
that makes it sound. 

The budget is the government’s Bill of Particulars cover- 
ing all the departments that administer the many activities 
of government. We all have a stake in government spending, 
because in the long run government can spend only what it 
collects from the people, and what it can collect from the 
people is dependent upon the ability of the people to pay. 

Let us look at Business and the Budget from both sides of 
the fence—your side and mine as citizens—and the side of 
the government. 

The federal budget has recently been made the butt of so 
many violent attacks, that one hesitates to enter the arena. 
Critics of the Administration have sometimes talked as if 
the government were confronted with no other problem; and 
business, alarmed at the swelling costs and mounting deficits 
of the public establishment, has not always distinguished be- 
tween extravagant and necessary expenditures. Government 
admits that expenses are high, but insists that it can make 
a really substantial cut only as business absorbs the bulk of 
the unemployed. Business insists that it can meet this demand 
only as government reduces its expenses and, hence, its taxes, 
and removes other impediments to business. You can still 
take your choice in this country on such issues, but meanwhile 
the public pays! 

Politics, on the other hand, has often shown as little 
patience with constructive as with vindictive critics, and has 
even resorted on occasion to questionable charges—charges 
that the friends of a balanced budget were concerned not 
with human values but only with financial. It is particu- 
larly difficult, in a political year, to sift the kernels of truth 
out of the chaff of partisan attack and counter-attack. 

Granted that the federal budget is by no means the only 
major issue confronting us today, it will, I think, be con- 
ceded that it has become a central factor in our whole social 
and political economy. I want to suggest some of the human 
values which are implicit today in the budgetary policies of 
the government, as these are reflected in the Treasury’s bal- 
ance sheet. For, if we can present this problem in terms of 
its human implications, it may be that we shall contribute 
something toward that general understanding which alone 
can assure a wise and just solution. 

One fact, I think, is clear, We can get at the human 
aspects of the problem neither by resorting to epithets nor 
by parading cold statistics. Perhaps during recent years we 
have become so accustomed to astronomical figures in this 
country that they have pretty well lost their meaning. Tell 
the average citizen that the direct government debt (exclu- 
sive of government agencies) has increased since 1929 from 





16 to nearly 45 billions. Tell him that during the present 
fiscal year an Administration (which publicly hailed the 
return of prosperity) is spending more than nine billions, 
exceeding its current income by some four billions. What 
happens? He may shake his head and even murmur some- 
thing about the way “those fellows down in Washington 
throw the money around.” Or he may eye you coldly and 
merely ask, “So what?” His question may annoy us: it may 
even seem flippant and absurd. But, whether we like it or 
not, that is the question which we must try to answer. 

If we are to answer it, we must get down to fundamentals. 
Human society has certain basic needs which affect us all, 
regardless of wealth or status. Those needs constitute a 
three-point problem, i.e.: 

(1) we have to make provision for our daily bread; 


(2) we would like to set something aside for a rainy 
day; 

(3) and in one way or another we must meet the costs 
of government. 


Traditionally, of course, we have looked to business to 
satisfy these needs, and it is axiomatic that, in the long run, 
business can do so only as it operates at a profit. The very 
idea of savings suggests a surplus, and unless there is some- 
thing left over from the cost of our daily bread, government 
itself can hardly collect large taxes. These are facts which 
cannot be altered by denouncing the profit motive, or even 
by discarding so-called capitalism. The bitter truth is that 
human ingenuity has yet to devise a system which will enable 
us to meet our current needs, public and private, and still 
set aside a reserve for contingencies—unless it operates at a 
profit. 

I make no apology for repeating these axioms. It seems 
to be necessary to rehearse those basic facts which underly all 
systems if we are to expose the fallacy of certain current 
notions. One of these notions is best described, perhaps, as 
a kind of violent assumption that the money used by govern- 
ment is not the fruit of anybody’s labor, but a kind of stage 
money, to be manufactured and therefore distributed at will. 
A corollary to this is the notion that government can and 
therefore should support those citizens who do not choose to 
find other employment, as well as those who cannot. An- 
other corollary is the notion that certain occupational groups 
are entitled to receive from the government not only tem- 
porary aid but permanent subsidies. 

It is not hard to see how these notions have arisen. If we 
could afford vast expenditures in the very pit of the depres- 
sion, why not now? If federal spending was helpful in the 
emergency, why not now? 

We all have to be reminded occasionally that there are 
limits to the credit and resources of the government. We 
all have to have demonstrations that credit is not money, but 
can do the work of money only so long as it is not unduly 
strained. We must all grasp the ultimate fact that the costs 
of government can be paid only by its citizens, out of cur- 
rent or future earnings. We do know that, when these costs 
are high, only a fraction can be met by levies upon wealth. 
And experience in recent years has clinched our conviction 





eer 













ed mceeetaihal ™ 
Ms nb dpa Sa iT aceated sll Aelane RigpalpebioanscY 9 ata a 





AP RIA 


et OE Re 


382 


. 


Vital Speeches of the Day 





that ill-considered taxes may weigh so heavily upon industry 
as to hamper its development and crush its opportunities 
for profit, leading at last to curtailed production and further 
unemployment. 

After all, the cost of government, like the burden of taxa- 
tion, is a relative thing. We can put up with high taxes 
if we feel that we are getting our money’s worth in the 
shape cf genuine progress toward lasting improvement. How- 
ever, when we feel that we are not making such progress 
but are scarcely holding our own, it is then—and then only— 
that taxes become destructive and that taxpayers become 
aroused and urgently demand some relief from the growing 
burden. 

It is in terms of such experience that the budgetary policy 
of the government becomes a factor of recognized significance 
in the lives of the people. It is a central factor in its effect 
upon the cost of food and clothing and the means of making 
a living. It is a central factor in its effect upon recovery 
and in its relationship to the scope and pace of reform. It is 
a central factor in its effect upon the present value and 
future safety of the people’s savings. It is a central factor 
in its far-reaching effect upon the next generation, assuring 
or endangering the heritage of youth. 

I do not wish to be misunderstood. In time of national 
emergency, government is both the symbol and the immediate 
source of our strength as a people. There are moments when, 
in the common interest, it must meet extraordinary demands 
without stopping to count the cost. 

But timing is of the utmost importance, in public as well 
as private finance. If emergencies such as existed in ’33 and 
'34 call for prompt and extraordinary outlays, prudence de- 
mands that they should not be permitted to outlast their 
immediate purpose. Too long continued—and particularly 
when they are quietly covered from the emergency status 
into the “ordinary” budget—they are bound to beget new 
fears. Nor are these fears confined to business. Bankers, 
as trustees for the people’s savings, become disturbed about 
their loans to the government; not so much because they 
fear for their ultimate redemption as because they fear that 
their huge volume, especially if accompanied by abnormally 
low coupons, will one day glut the market and cause depre- 
ciation. 

The failure to retrench has had other disturbing results. 
Costly expedients, originally adopted as purely temporary 
devices, were subsequently hailed by government as perma- 
nent reforms. That the people originally wanted reform as 
well as recovery, there was, I think, no doubt. The national 
economy was not only to be rescued, but guarded against the 
excesses which had brought about its downfall. 

But there was a turning point. The sudden recession of 
i937 brought us all up short. Sober-minded citizens, in poli- 
tics, as well as business, became suspicious of everything that 
smacked of reform. Useful as well as dubicus proposals were 
eyed askance. Men became fearful of the implications of 
what had already been done. The country stirred, and began 
to demand an accounting. 

For if the American people want a more abundant life— 


and they do—they also want the right to earn it for them-— 


selves. 

‘That is approximately where we are today. I certainly 
can see nothing in the intervening years to dispel the justi- 
fiable alarm we felt in 1937. The picture is not pleasant, 
but I think it is far from hopeless. Asked on one occasion 
how Harvard fared, President Eliot blithely retorted that 
“a healthy spirit of pessimism reigns in all departments.” 
Undeniably there is a good deal of pessimism in America 
today, but I, for one, find it a good deal healthier than the 
somewhat nervous optimism which preceded it. It is some- 


thing, after all, that we are beginning to recognize our prob- 
lem and the issues which are at stake. 

Even Mr. Micawber, the incorrigible optimist, got that 
far. You remember his advice to David Copperfield. ‘An- 
nual income twenty pounds,” said Micawber, “annual expen- 
diture nineteen pounds sixpence—result happiness. Annual 
income twenty pounds, annual expenditure twenty pounds 
and sixpence—result misery.” Poor Micawber! He under- 
stood the problem clearly enough, but, like others, he floun- 
dered only when it came to taking the necessary steps. 

The Secretary of the Treasury recently expressed the 
opinion that raising the present debt limit from forty-five to 
fifty billion dollars could be done “with no particular dan- 
ger,” but stated that he would not venture an opinion as to 
the danger of any further increase. Is not that statement 
significant? Furthermore, if in spite of our attempts and our 
firm determination to keep free of the wars in Europe, we 
should be ultimately drawn in, what happens then to a pru- 
dent debt limit? 

The repeal of unjust taxes, however necessary, will hardly 
balance the budget of itself. Its immediate effect should be 
to emphasize the necessity for reducing federal expenditures, 
and its ultimate effect should be to ease the problem by 
stimulating employment. Meanwhile the problem remains, 
and if we are to stop mortgaging the future, if we are to 
stop draining for current subsidies those reserves of public 
credit which we ought now to be building up against some 
unforeseen emergency, politics is going to need help. Early 
in his administration Congress was quite ready to follow the 
President, so long as he preached more spending. Will it 
follow him now if he were sincerely to preach economy? 
The pressure groups are still active and still politically 
powerful. Whether or not Congress employs its recently 
asserted independence to promote or hinder economy, depends 
in large measure upon the attitude of its constituents—that 
is, you and me. 

The answer, it seems to me, is that wise statesmanship is 
urgently needed to bring the fiscal situation under control. 

And so, my final plea this evening is for a fresh venture 
in cooperation. If we are to move forward, there is no room 
for vindictiveness in the attitude of government toward busi- 
ness or of business toward government. Both have made 
costly mistakes, the penalty for which can only grow heavier 
the longer we refuse to face it. Our problem today is to 
get men back to work and to safeguard the future by doing 
everything possible to promote sound enterprise and sound 
finance in our private and public life. 

If this means anything today it means, in my judgment, 
that federal expenditures must be aggressively and progres- 
sively reduced, and reduced without delay. I have tried to 
show something of the human values which are at stake. 
One of them, in some respects perhaps the most important, 
I have not mentioned, and that is the effect of continued 
public subsidies upon the so-called beneficiaries. We have 
not reached the point in America where we can afford to 
trifle with the virtue of self-reliance, and I doubt whether 
in the long run any responsible politician would seriously 
propose that we have. I make this reference now, only be- 
cause it illustrates the many points on which men of good 
will are already in agreement. It enables me to emphasize 
what I hope and believe to be true—that the obstacles to 
understanding, formidable as they are, can be exaggerated 
and that a basis for common effort may not be so remote 
as we sometimes feel. We have already shown what coopera- 
tion can accomplish under the most perilous and difficult 
conditions, when there was time neither to consider our poli- 
cies nor to weigh their implications. What may it not ac- 
complish today ? 
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The Fallacies of Chain Store Taxation 


THE CONSUMER FOOTS THE BILL 


By NEWTON C. FARR, President of the National Association of Real Estate Boards 
Delivered from Station WEAF, New York City, over the Red Network of the National Broadcasting Company 


N March 27th a Sub-Committee of the Ways and 
Means Committee of the House of Representatives 
will begin hearings on a proposed chain store tax 
bill known as H. R. 1. The purpose of this measure is to 
drive the national chain store organizations out of business. 

For a number of years certain pressure groups have stirred 
up considerable agitation to impose such punitive taxes on 
chain stores, both in Congress and the state legislatures. 
Fortunately, the American public is becoming increasingly 
suspicious of this type of legislation. Consumers are begin- 
ning to realize that in the end they are the ones who suffer 
from discriminatory taxes of this nature, no matter where 
imposed. They are learning that while the tax may be 
imposed on the butcher, the baker or the property owner, 
in the end the consumer foots the bill in the form of higher 
prices for goods and services. 

That is why hundreds of leading farm, consumer, labor 
and business organizations have gone on record as unalter- 
ably opposed to special chain store taxes. 

More than a year ago the National Association of Real 
Estate Boards, with a membership of about 15,000, repre- 
senting 467 real estate boards in every section of the coun- 
try, pledged itself to fight such measures. We canvassed 
our entire membership to get a complete expression of their 
views, and before taking action we invited able representa- 
tives of both sides of the controversy to debate the question 
before us. 

As a result of our deliberations we adopted a resolution 
expressing our conviction that the enactment of federal legis- 
lation of the kind contemplated by H. R. 1 is not in the 
public interest and would be harmful to the normal develop- 
ment of our economic and community life. 

It is only logical that we should take this stand. I think, 
probably, that more than any other single group, realtors 
are concerned with the healthy growth and development of 
communities. Their economic existence depends on this, for 
when residents of a community are prosperous, then realty 
values are sound. When trade falls off, realty values drop. 

All the average real estate man has to do to tell whether 
a town is prosperous or not is to watch the Main Street. 
If the shops are neat, modern and crowded, the town is 
doing all right. If the business sites are vacant, old-fashioned 
or dilapidated, then the town is on the down-grade. 

All of us are greatly indebted to the genius and enterprise 
that built up our merchandising centers. The men who 
created these areas are men who above all had faith in the 
progress of their city and willingness to risk their fortunes 
on the future of that city. And we must admit that side by 
side with locally initiated enterprise, the chains have done 
as much to change the face of Main Street as has any single 
factor you or I could name. They have accomplished this 
by bringing new and efficient merchandising methods and 
increasing the volume of trade. 

About twenty-five years ago I took part in locating about 
three hundred chain grocery stores in the city of Chicago. 
This work covered the various business districts of the city 
and many of its suburban communities, as well. At that 
time, chain stores were not as well known as they are today, 
although there were certain small chains operating in the 
retail grocery trade. It was interesting to get the reaction 
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of various groups to this semi-revolutionary program of food 
distribution. The landlords were happy to secure a tenant 
who would pay a reasonable rental and whose credit was 
such that they could be sure that the rent would be paid 
regularly and promptly. The customers flocked to these 
stores because they were clean and sanitary, their employees 
polite and efficient, the quality of merchandise satisfactory 
and the prices low. The old line individual grocery stores, 
however, were frankly disturbed. They were concerned as 
to how this new method of merchandising would touch their 
business. And, admittedly, the result was the elimination of 
some old stores which were badly run-down, dirty, and unat- 
tractive, or staffed with inefficient or indifferent employees. 
But the wide-awake stores immediately saw that what had 
come was a brand new and logical development in retail 
merchandising. They not only met the competition but for 
good measure gave the newcomers some pretty stiff compe- 
tition in return—they offered greater service to customers; 
they changed the appearance of store fronts and redecorated 
interiors. Their volume of business improved. 

I have watched numerous towns rise and fall, and one 
thing has always impressed me. That is, that the arrival 
of a chain store stimulates the business life of the average 
community or neighborhood. Other shops gather around the 
chain store. Competing merchants spruce up their stores 
and services to meet the new competition. Business in the 
community moves at a faster clip. The consumer profits in 
the form of better values and better service. And the whole 
town is stimulated by the new blood in its economic life. 

I think it is clear to all of us that anti-chain store taxes 
are contrary to the interests of real estate men and all 
property owners. Let’s see if any of the other groups of 
people who make up a community stand to profit by such 
discriminatory taxes on chain stores. 

Well, we can take consumers first since that group in- 
cludes all of us. Consumers, we must remember, are the 
ones who built the chain store industry, for remember that 
all our great chains started with one store. Without con- 
sumer patronage the chains could not survive. The question 
we must answer now, therefore, is what effect chain store 
taxes have on the consumer. 

The simplest way to answer the question as to what effect 
chain store taxes will have on you—the consumer—is to let 
you answer it yourself. Just answer these questions in your 
own mind. First, do you ever shop at chain stores? ... 
Yes? ... All right, why?. . . If you’re like most people 
it’s because you save money. If that’s the case, it leads us 
logically to this simple question. Do you want to continue 
to save money or do you want to pay higher prices? Looked 
at purely from the consumer’s view-point, the entire question 
of chain store taxation is as simple as that. 

Since chain store taxes are contrary to the interest of 
consumers, whom do they benefit? Chain store employes? 
Hardly. Approximately one million men and women earn 
their livings—good livings—from the chain store industry. 
I understand that governmental surveys show that their 
average wages are the highest nationally for the entire retail 
industry. So what are these employees to gain from chain 
store taxes? Nothing but a chance to join the already too 
large army of unemployed. 
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Now, what other members of the community are affected 
by chain store operations? Well, the farmer is an important, 
if non-resident, member of every community. For all our 
prosperity, in the final analysis, must be derived from the 
soil. No state or community can prosper unless the farmer 
has adequate outlets for his products and receives a fair 
return for his labors. 

I have noticed that many farm organizations have gone on 
record condemning chair store taxes. They have made it 
perfectly clear that they want their marketing machinery 
left alone. They have pointed out that the chain stores move 
about one-third of their produce and this one-third reaches 
the consumer at lower prices. This, obviously has two desir- 
able effects. First, it spurs consumption of farm produce, 
because when vegetables and fruits cost less, you—the con- 
sumer—buy more. In the second place, it narrows the spread 
between what the consumer pays and what the farmer gets. 
In other words, the farmer gets a bigger share of your food 
dollar when he sells through chain stores—and that’s what 
he wants. 

Another significant point raised by farmers, in expressing 
their opposition to chain store taxes, is that chain stores 
have rendered them many a valuable service in helping to 
move heavy farm surpluses into consumption. This coopera- 
tion, they say, has staved off numerous disastrous price declines. 

So, taking the farmer’s word for it, we can see that he 
stands to lose heavily through chain store taxes because they 
would destroy or hamper an important part of his farm 
machinery. And he doesn’t want that any more than he 
wants to see the individual merchants, to whom he sells, 
destroyed. He needs all parts of his marketing machinery. 

Well, that leaves the individual merchant as the only 
member of the community who might conceivably profit by 
the chain store tax. I don’t think he would. I say that in 
all sincerity, for nobody appreciates more than a real estate 
man the importance to any community of the individual 
grocer and druggist and dry-goods merchant. For most of 
us in the real estate business, these merchants are not only 
valued tenants, but friends, and we know them too inti- 
mately to ever advocate anything contrary to their interests. 

No competent merchant need fear chain store competition. 
By banding together with other individual merchants in a 
voluntary chain he can enjoy all the advantages of mass 
distribution. More than that, he is in a position to supply 
services, such as credit and delivery, that appeal to a great 
section of the population able and willing to pay a little 
more for such services. 

There is no question that the chain stores have brought 
better distribution to the entire retail field and this makes 
it doubly strange that they should be under attack, for one 
of our greatest national needs is efficient distribution. There 
is no question about our ability to produce enough of the 
good things of life to give a high standard of living to all 
our citizens. The only problem which we must tackle now 
is how to get the products of farm and factory into the 
hands of the consumer with the least possible waste motion 
and at the lowest possible cost. To take that section of the 
retail industry that has made the greatest contribution to 
the solution of this problem and either hamper or destroy it 
is, in effect, to run contrary to economic progress. That can’t 
be done without complete chaos. 

It is obvious that anti-chain taxes are not only contrary 
to the interests of the various groups that make up your 
town, but tend to restrict the healthy growth of the com- 
munity as well. You have only to look at the average Amer- 
ican community to recognize the integral part chain stores 
play in the town’s business life. Today you are quite used 
to finding units of the leading chain organizations at the 


principal corners of every city of the country. In fact, as 
you drive through a strange town, that is one way in which 
you spot the business center when you come to it. You know 
that you may look for the chain stores in that choice two or 
three blocks in every city where the retail volume is the 
heaviest, those blocks that real estate specialists call the 100 
per cent location; the business hot spot. 

Now, the healthy development of these shopping centers 
is a matter directly affecting the welfare of every citizen. 
You get a good deal of pride out of the bustling central 
business district of your city. It gives you a sense of strength 
and power and enterprise and accomplishment. And well it 
may, because to a large degree the soundness and success of 


your own business enterprise depends upon the general busi- 


ness activity. The solid blocks of that down town business 
district represent real estate values that you count upon to 
pay a very substantial share of your community’s tax bill. 

Whatever should, by any chance, upset any large fraction 
of this busy commercial activity, and empty any large frac- 
tion of those solid blocks of buildings would result in losses 
of many kinds to all of you. And such thing would mean 
unemployment for many a wage-earner, loss of business 
volume for many a business throughout the whole city. It 
would entail, therefore, loss of value for the remaining real 
estate, whether it was business property, or apartment prop- 
erty or your own home. Any severe dislocation of real estate 
use in the central business district would tend to shake and 
disorganize other real estate and business values throughout 
the whole community in something the same way as a tremor 
down deep in the earth may shake objects at the surface. 
Thus, discriminatory taxation of chain stores would mean a 
sudden shrinkage of real estate use, which would in turn, 
shrink the city’s tax receipts and slacken the whole stream 
of business activity in the community. 

The National Association of Real Estate Boards is pro- 
foundly interested in conserving and increasing the useful- 
ness of the great physical plant which we people of America 
have built to live in and work in—the great aggregation of 
houses and shops and factories and churches and schools that 
we call our cities. For a healthy real estate situation we know 
there must be good, well planned residential communities. 
There must be basic industries and there must be good, 
stable, active retail business centers. 

But I don’t want you to think that we look upon a com- 
munity simply as a collection of buildings or building lots. 
Actually, we recognize in these a measuring stick by which 
we can judge the health of a community. We know that a 
town is made up, not simply of buildings, but of the people 
who live and work in them. But the two cannot be dis- 
associated. Community real estate values and the prosperity 
of individuals who make up a community go hand in hand. 

We of the National Association of Real Estate Boards, of 
course, are directly concerned in this whole matter because of 
the effect which this proposed Federal chain store tax would 
have upon commercial property use in practically every busi- 
ness area of the country, and because dislocation of any one 
big fraction of real estate use in any city would mean loss 
in many another direction. But we are also aware that the 
welfare of all citizens is threatened by this measure. It is 
the stimulation of merchandising efficiency and of trade 
volume in your city which has enhanced the value of the 
home you own and of your business or job. It is this heighten- 
ing of business tempo which has enlarged the number of 
jobs open to you in your community. To cut off a large 
element of that business energy by punitive discriminatory 
taxation will hurt home values and your own _ business 
prospects. It is for you to let your congressmen know what 
you believe should be done in this matter. 
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